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Installation at Joliet Station 
to Bring Higher Efficiency 
... Lower Costs to 
Power Generation 


Commonwealth Edison System’s newest addition, 
its Joliet Station, will be a B&W Radiant Rehed 
Boiler with Cyclone Furnaces. This is the 16th uni 
of this type the system has bought since 1944 an 
raises total system capacity served by Cyclone-iire 
units to over 1,600,000 kw. 


Early in the development of the Cyclone Furaa¢ 
by B&W, Commonwealth Edison recognized it 
potentialities for burning low-grade coals. Th 
system’s engineers and operators cooperated wi 
B&W in the project, and, in September 1944, th 
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B&W RADIANT REHEAT BOILER WITH 
CYCLONE FURNACES, arranged for 








J@i | 





opposed firing, for Commonwealth 
Edison System’s Joliet Station. Unit 
will deliver 2,200,000 pounds of steam 
per hour at 2100 psi with tempera- 
ture of 1055 F, reheat to 1005 F. 
Boiler design is 2375 psi. Sargent & 
Lundy, Consulting Engineers. 


CYCLONE FURNACE BOILER UNITS IN COMMONWEALTH EDISON SYSTEM 


STATION 


Calumet 
Waukegan 
Fisk 

Joliet 
Ridgeland 
Waukegan 
Ridgeland 
Will County 
Joliet 


firsi commercial application went on the line at 
Calumet Station. Historic Boiler Unit No. 20-A, 
like the new unit at Joliet, burns highly volatile 
Central Illinois coal with a high ash content and 
low ash-fusion temperature. 

"he Cyclone Furnace simplifies the entire process 
o! coal preparation, combustion, ash segregation, 
and ash handling and effects savings in most of the 
elements of power generation costs. 

in service or on order, 64 boilers with 220 
Cyclone Furnaces throughout the country serve a 


NO. 
BOILERS CYCLONES 


~ 
o 


PACS oe oe 


TOTAL 
CAPACITY 
LB/HR 

1 150,000 
2 300,000 
8 1,500,000 
6 1,200,000 
16 2,920,000 
4 830,000 
12 2,200,000 
10 2,400,000 
9 2,200,000 
13,700,000 


STEAM 
DESIGN TEMP. 
PRESSURE F 


600 650 
650 760 
1475 935 
1525 1010 
2125 1050 
2050 1010 
2125 1050 
2125 1050 
2375 1055 


REHEAT 


OF NO. OF TEMP. 


ison 


total capacity of over 6,600,000 kw. They merit 
examination in connection with your next installa- 
tion. The Babcock & Wilcox Company, Boiler 


Division, 161 East 42nd Street, New York 17,N. Y. 
G-820-CS 


4 WILCOX 


BOILER 
DIVISION 





wth the Codlitors 


| leone our annual custom, we have 
selected articles in this issue of the 
FORTNIGHTLY of special interest to our 
readers in the gas industry. It will be dis- 
tributed at the time when members of the 
American Gas Association gather in St. 
Louis (October 7th to 9th) for their 
thirty-ninth annual convention. The lead- 
ing article comes to us from the head of 
that organization, CLARE H. Zacury. 


THERE probably is not a more zealous 
or active salesman for natural gas in the 
entire country than the congenial presi- 
dent of the American Gas Association. 
Mr. Zacury makes his home in Dallas, 
Texas. He is also president of the South- 
ern Union Gas Company and has been 
traveling back and forth across the nation 
during the past vear making speeches on 
the virtues of natural gas—an industry in 
which he began his career thirty vears ago. 
Born in 1895 in Pittsburg, Camp county, 
Texas, Mr. ZAcHRy, who is a self-edu- 
cated accountant, went to work for the 
Muskogee National Bank then became 
vice president of the Aztec Oil Company 
of Tulsa and formed a partnership with 
L. E. Cahill in an accounting firm which 
handled the account of Southern Union 
Gas Company, which Mr. ZAcHRy joined 


in 1933. 


C. H. ZACHRY 


LESLIE F. STEMP 


N” only our gas industry readers but 
4 other utility people will doubtless 
find the article on the nationalization of 
the British gas industry (beginning on 
page 541) of special interest. The author, 
LesLigE F. Stemp, is legal adviser of the 
Gas Council. Mr. STEMP is a graduate of 
University College, London. He was 
called to the British bar by the Middle 
Temple where he was a pupil of the late 
Lord Chancellor, Earl Jowitt. His article 
is in substance a restatement of an address 
made in London on July 25th to the Sec- 
tion of Public Utility Law of the Ameri- 
can Bar Association. 


Kk 


ane SHOMAKER, whose article on the 
consumer benefits of natural gas for 
electric generation appears on page 559, is 
a native of Illinois and graduated from 
the University of Wisconsin (PhB, ’30). 
He has made his entire business career 
with Northern Natural Gas Company, of 
which he is now vice president. 


x * * * 


Panne V. Coons, whose article on 
gas appliance promotion begins on 
page 573, is the executive vice president 
of the Rheem Manufacturing Company 
and also president of the Gas Appliance 
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ves unexcelled performance in multi-channel communications 
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MOTOROLA MICROWAVE SYSTEMS—985 FEATURES OF MOTOROLA MICROWAVE 
stations in and operating—1 to 1000 miles and more ‘ 
—are proof of Motorola’s unexcelled performance... 6000 MC. OPERATION provides more 
under every operating condition... for every com- communications channels on one carrier 
munication need. and allows compact, high-gain antennas. 

Put the benefits of this extensive experience to * LARGE COMMUNICATION CAPACITY 
work for you. Gain centralized control in one complete, provides the transmission medium for 
privately-owned communications system. You can virtually any type of communication. 
speed a thousand and one tasks a day by transmitting * RELIABLE, CONSERVATIVE OPERATION 
ind receiving voice, printed messages, and control and Reflex klystron transmitter, operating with 
eporting signals over this multi-channel path. conservative voltages, provides the ulti- 

Whether the job calls for spanning city streets, mate in long-life, reliable operation. 
ivers, plains, or mountains, Motorola Microwave * GROUND LEVEL SERVICING Microwave 
akes it in stride. You get added communication divi- equipment is located at ground level... 
lends, too, in the form of highest reliability . . . lowest lowers installation and maintenance costs. 
‘perating costs . . . and easiest maintenance, when you Tower and reflectors grounded for light- 
hoose the finest— Motorola Microwave! ning protection. 








Write for Bulletin E-157. 





MOTOROLA MICROWAVE 


Motorola Communications & Electronics, Inc. »* A Subsidiary of Motorola, Inc. + 1400 N. Cicero Ave., Chicago 51, Ill. 


ola suppiies a complete line of job-matched service-proved communications equipment... POWER LINE CARRIER te APERIODIC COUPLING I 2-WAY RADIO 








Manufacturers Association for the cur- 
rent year. He is a native of St. Joseph, 
Missouri, where he attended St. Joseph 
College. He has been with the Rheem 
Company since 1934 and now makes his 
home in Rve, New York. 


joe C. SuLLIvAN, whose article on 
public ownership in the natural gas 
field begins on page 578, is public relations 
director of the Southern California Gas 
Company. He was formerly a journalist 
by profession who taught classes in public 
relations at the University of California 
Extension. Prior to joining Southern 
California Gas he was special public rela- 
tions representative of the California Pub- 
lic Utilities Commission. 


ieee article on the controversial Har- 
ris-O’Hara Bill on page 593 comes 
to us from WILLARD F. STANLEY, presi- 
dent of Corporate Services, Inc. Mr. 
STANLEY was formerly vice president of 
the Southwestern Public Service Company 
and is well known for his numerous arti- 
cles on public utility fnance which have 
appeared in the FoRTNIGHTLY and other 
publications in the utility field. 


REFERENCE to the Harris-O’Hara Bill 
reminds us that this legislation is quite 
likely to be the source of much contro- 
versy when the 85th Congress meets again 
at its second session next January. For 
one thing, regardless of the politics in- 
volved, the hard fact of natural gas supply 


LARRY SHOMAKER 
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CLIFFORD V. COONS 


and problem of dedication of future pro- 
duction to public service remain a stum- 
bling block with those whose responsibil- 
ity it is to regulate gas producers. The 
primary responsibility, of course, rests 
upon the Federal Power Commission. It 
did not ask for it. It did not apparently 
want it. And with all due respect to the 
U. S. Supreme Court, it is still a fair ques- 
tion whether Congress ever intended to 
give it to the FPC when it passed the Nat- 
ural Gas Act. 


But the U. S. Supreme Court has 
spoken and FPC jurisdiction over pro- 
ducers is now the law of the land. So far, 
Congress has not nullified this decision, de- 
spite the “‘near miss” of the vetoed Harris- 
Fulbright Bill in 1956 and the still pend- 
ing Harris-O’Hara Bill. In view of the 
practical difficulties involved, is there no 
middle ground between full FPC jurisdic- 
tion and absolute repeal of such jurisdic- 
tion for rendering it virtually meaningless 
by amendatory legislation? There seems 
to be a good field here for the best efforts 
of legislators, regulators, various seg- 
ments of the industry, and anybody else 
in a position to help find some common 
ground for a practical and acceptable way 
out of the present difficulty. 


THE next number of this magazine will 
be out October 24th. 


A» Eitan. 
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B G -getting bigger 


and there’s plenty of low cost natural gas for everyone! 


ew people are entering California so fast 
lat the experts say this will be the nation’s 
ost populous state by 1965! 

0 keep ahead of the demand for gas and 
ectricity, P. G. and E. has nearly tripled its 
cilities* since the end of 1945 — at a cost of 
6 billion (we’re presently expanding at the 


rate of $175 to 190 million a year). 


And the future holds some exciting plans... 
such as our $330 million pipeline that is 
planned to deliver Canadian natural gas to 
the California market. 


Pacific Gas and Electric Company 


* biggest expansion in the industry’s history 





Coming IN THE NEXT ISSUE 


(October 24, 1957, issue ) 
* 


OPPORTUNITY UNLIMITED—!NDEPENDENT TELEPHONY 


The independent telephone industry, this year celebrating its sixtieth anniversary, is 
no minor league business. It serves two-thirds of the area of the continental United 
States. Clive W. Haas, incoming president of the United States Independent Tele- 
phone Association, and manager of the Big Timber Home Telephone Company, de- 
scribes the 4,400 independent telephone companies as a ‘vibrant force in a dynamic 


economy. 


RELATIONSHIP OF STATE TO FEDERAL REGULATION OF COMMON CARRIERS 


The Federal Communications Commission's jurisdiction is largely at the interstate level. 
State commissions having jurisdiction over telephone and telegraph matters are pri- 
marily concerned with intrastate aspects. There is a natural overlapping and this calls 
for a co-operative spirit in solving some of the joint problems. Rulom E. Larsen, director 
of utilities, Idaho Public Utilities Commission, discusses this federal-state relationship, 
with particular reference to the telephone industry. 


TELEPHONE COMPANIES THAT EARN WELL, SERVE BETTER 


The matter of adequacy of earnings is one that confronts most, if not all, companies, 
large and small. E. Hornsby Wasson, vice president of American Telephone and Tele- 
graph Company, states the case for better earnings and how a consistently low return 
can affect company decisions and service. As one telephone company official observed: 

When profits shrivel, service has to wither on the line.'’ This homily is the basic text 
treated by Mr. Wasson in the forthcoming, illustrated feature. 


BEDROOMS CAN ADD 70 MILLION TELEPHONES 


The production-minded telephone industry has found that certain principles long used 
elsewhere can be adapted to telephone company use. Independent and Bell system 
telephone companies have found this path. What is being done in the selling line is 
told ably by James H. Collins, a professional writer with many fine telephone and 
other utility industry anecdotes to his credit. 


NEW VOICES FOR "THE SCENIC INCH" 


The editors of the FORTNIGHTLY asked a capable business writer, L. Glen Snarr, Salt 
Lake City, Utah, to write an on-the-spot account of co-operation between two inde- 
pendent telephone companies and two Bell system companies. Jointly these companies 
have provided the needed communications for a |,487-mile natural gas pipeline. 
Traversing the western half of the nation from the desert Southwest to the evergreen 
Pacific Northwest as it does, the terrain crossed by the pipeline is so eye catching 
that it was dubbed "The Scenic Inch." 


* 


Al SO... Special financial news, digests, and interpretations of court and com- 
mission decisions, general news happenings, reviews, Washington 
gossip, and other features of interest to public utility regulators, com- 
panies, executives, financial experts, employees, investors, and others. 
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Just as sure as if it coined actual cash 
the work done by our “‘Bill Frequency 
Analyzer” * will swell your company 
coffers! 

The work it does produces rate 
analyses faster and more accurately 
than any other method —a sure pro- 
tector of profitable rate reverrue when 
done on a monthly basis —a real boon 
when rates are reviewed. 

Complete monthly analyses by the 
“One Step” method give you an al- 
ways true picture of your rate reve- 
nues, never a distortion such as occurs 
when a few months ‘sampling’ is used 
as a check. This is of paramount im- 
portance when submitting figures to 
Rate Commissions, and when the fig- 
ures are compiled by R & S they really 


rate in rate cases. 


R & S specializes in serving utility 
companies all over the country — we 
know your problems, know how to 
interpret your requirements and give 
you any break-down in report form 
you may require... minimums, de- 
mand rates, and so on. 

We can conclusively prove to you 
that our “One Step” method of rate 
analysis will make money for the com- 
pany and you — all we need is a sam- 
ple of your billing sheet, a copy of 
rate schedules and an estimate of the 
number of customers billed at each 
rate, and your frequency table require- 
ments. From these we can give you an 
estimate of costs and a time table for 
production — both will be eye-open- 
ers! Write Dept. P today. 


RECORDING & STATISTICAL CORPORATION 
“Your key to better figures since 1911” 
100 SIXTH AVENUE - NEW YORK 13, N. Y. 


* exclusive with R & S —the oldest and largest punched card service bureau in the United States, offering ever 
ac:tity for swift, accurate data processing — continuing or peak-load. 
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C4auble Cee 


“There never was in the world two opinions alike.” 


Excerpt from First National City 
Bank Monthly Letter, published 
by The First National 
City Bank of New York. 


GrorGE M. HUMPHREY 
Former Secretary of the Treasury. 


Avucustus C, LonG 
Chairman, The Texas Company. 


Rospert G. ELLIOTT 
Chief engineer, Southern Bell Tele- 
phone & Telegraph Company. 


Puivip M. TALBoTtT 
President, Chamber of Commerce 
of the United States. 


DouGLas MACARTHUR 
Chairman of the board, Sperry 
Rand Cor poration. 


WILLIs GALE 
Chairman of the board, Common- 
wealth Edison Company. 


—MOoNTAIGNE 





“The taxmanship movement has a simple foundation. 
Congress has been remiss in getting tax rates down to 
tolerable levels. So the enterprising citizen is driven 


to do it himself.”’ 
we 


“T wouldn’t be in favor of putting them [price-wage 
controls] back. I think the American people are better 
judges than some bureaucrats in Washington of what 
they can properly buy, what they can properly pay, and 
what they can properly owe.” 


¥ 


“During the past ten years the world petroleum indus- 
try has invested more than $42 billion in the United 
States and almost $20 billion abroad. These total capital 
expenditures of $62 billion since 1946 are larger, by far, 
than the investment program carried out by any industry 
other than public utilities.” 


¥ 


“Tf it were not for the dial system, which handles ap- 
proximately 90 per cent of all the calls, every girl high 
school graduate of every high school in the country 
would have had to join the ranks of telephone operators 
every year in order to keep up with the telephone’s de- 
velopment and keep the system operating effectively.” 


¥ 


“The pre-emption of revenue sources by the national 
government has severely limited the capability of the 
states to develop. We recommend that gift and estate 
taxation as a minimum, be turned over completely to the 
state governments. It is also suggested that study and 
consideration be given to other tax sources which may 
be readily transferrable.” 


¥ 


“The fundamental and ultimate issue at stake .. . is 
not merely our money—tt is liberty, itself ; the excessive 
taxation of an overgrown government versus personal 
freedom; .. . the free enterprise system or the cult of 
blind conformity ; the robot or the free man. . . . Exces- 
sive taxation produces results somewhat resembling the 
evils of slavery and serfdom in days of old. . . . This 
begins to resemble the Soviet-forced labor system.” 


. 


“Stockholders should always bear in mind that we 
have an exclusive right to supply electricity in our serv- 
ice area. As with all privileges, this exclusive right car- 
ries with it an obligation. The obligation is that we must 
always be ready to meet the electricity needs of our cus- 
tomers. This means that we have no choice in the matter. 
So long as the demand for electricity continues to grow, 
we must anticipate and prepare to meet further growth.” 
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V-600 


IT 5 DIFFERENT 
COMBINATION 
GAS VALVE 


for 
CENTRAL 
HEATING 
UNITS! 


Here is a completely new concept in gas valve 
design. A design that incorporates a gas valve 

y pressure regulator and safety pilot in a single 
compact and completely integrated unit. A reliable 
combination valve which will simplify installation 


and maintenance and save you money 


V-600 ADVANTAGES 


~ GOOD FOR ALL GASES 


CHECK THESE 


V’ UNIQUE DESIGN 
V SAFE LIGHTING 


\V DEPENDABLE 
VU AVAILABLE FOR 100% SHUT-OFF 


\ ECONOMICAL TO APPLY 
\ LARGE CAPACITY ... UP TO 300,000 B.T.U. PER HOUR 





For complete information, write Detroit Controls Division, 5900 Trumbull Avenue, Detroit 8, Michigan 


Quality Protects Your Investment-- Aerican-Stardard Quality Is Available At No Extra Cost 


5900 Trumbull Avenue 
Detroit 8, Mich. ive 
Division of American-Stardard 

Canadian Representatives: RAILWAY AND ENGINEERING SPECIALTIES LTD., Montreal, Toronto, Winnipeg 
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National advertisements, paid for by these members of the 
Gas Equipment Manufacturers Committee, are helping every 
role MUL ie Amol -olL-TamolileMulellticelailic-Taet-1| Miteld-Melol muted) 
gas appliances and more gas equipment. 


American Cast Iron Pipe Co. | Rockwell Manufacturing Co. 


American Meter Co. M. B. Skinner Co. 


Bastian-Blessing Co. Sprague Meter Co. 


Superior Meter Co. 
Cleveland Trencher Co. Subsidiary of Neptune Meter Co. 


Fisher Governor Co. U. S. Pipe and Foundry Co. 
E. F. Griffiths Co. Vulcan Rubber Products 


Division of Reeves Brothers, Inc, 


A. C. Lawrence Leather Co. Walworth Co. 
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s ofthe § 
ing every | A small investment if the Gas Equipment Manufac- 


more turers national advertising program is a big invest- 
ment in the future earnings of every GEM sponsor. oe 


For the third consecutive year, the GEM Program is 
. producing results for the industry and for every « con- 
tributing manufacturer. ; : 


Telling the story of GAS to fast-growing America i isa 
big and vital job—too big for the 14 GEM sponsors. — 


eter Co, 


iry Co. ie Every supplier to the Gas Industry is urged to help ae 
_  and'thus insure his future earnings. 


For full information, write to the Gas Equipment. 
Manufacturers Committee, c/o Gas Appliance Manu- 
facturers Association, 60 East 42nd pireet, New 

2 York 17, New York. 





See Playhouse 90 on CBS-TV. Consult local listing for time and station. 


Published as a Service to the Gas Industry by: 


Pr AMERICAN? 





i METER COMPANY 
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GENERAL SALES OFFICE: Philadelphia 16, Penna, * Albany * Alhambra ° Atlanta * Baltimore * Birmingham * Boston * Chicago * Dallds * O 
Erie * Houston * Kansas City * los Angeles * Minneapolis * New York * Omaha ° Pittsburgh * San Francisco * Seattle * Tulsa * Wynnewood 






iN CANADA: Canadian Meter Company, Ltd., Milton, Ontario * Calgary * Edmonton * Regina 





SLPPLIERS TO THE GAS INDUSTRY for Ironcase, Tinned Steelcase, Aluminumcase and Welded Steelcase Meters © American-Westcott Orifice Meters © Instruments * Reliance Regulators * Apparatus * 





it can’t be measured 




















but it can be prowed... 


that sustained accuracy in Sprague Gas Meters 
over extended periods of service with a mini- 
mum of maintenance is the rule. Such proven 
performance can be consistently achieved 
only when quality materials and fine workman- 
ship are combined with simplified design to 
produce a product outstanding in its field. 


THE PAETER COMPANY 
© BRIDGEPORT 4, CONNECTICUT 


WESTERN BRANCH FACTORY — LOS ANGELES 23, CALIF. REGIONAL OFFICES — DAVENPORT, IOWA HOUSTON 3, TEXAS SAN FRANCISCO 11, CA 
Gas Meters of Simplified Design and Sustained Accuracy 
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\ dependable 
ife line qu 


t as a mountain climber 
epends on a secure life line 


b scale a peak, so industry in 


Th — AD 


astern Pennsylvania depends 

m GAS for peak production and 
rowth. For the GAS line is the 
fe line to hundreds of plants in 
is rapidly expanding area. Even 
ore, the availability of an adequate 
pply of GAS at reasonable rates has 
‘ een a major factor in attracting more 


d more new industry to these communities. 


he United Gas Improvement Company 
ppreciates the opportunity it has had to 
ontribute to the economic growth of Eastern 
Pennsylvania, and continues to make large 
vestments in plant and service facilities with 
onfidence. Now with greater capacity than ever 


efore, UGI is ready to meet all future demands 





or (‘AS ... Eastern Pennsylvania’s 


uts\anding fuel value. 
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how Fish Service Corporation helped bring 





a mew age of energy to SPOKANE 










From initial Survey 





to final completion 
Fish Service Corporation 







supervised all steps 












in converting Spokane 
Natural Gas Company 
from an obsolete 













Propane-air utility to 






a modern, efficient 
natural gas 













distributing system. 











EN EARLY 1953 Spokane Gas and Fuel Com- 
pany saw little hope for the future. Sales were 
declining, the system was obsolete, cash was low, 
and prospects were so dim new financing was 
hard to get. 

Then, with the promise of Natural Gas via pipeline 
from the San Juan Basin, things began to look up. 
But the company had little experience in planning, 
financing and executing the modernization re- 
quired to take advantage of the new supply. 
The management then turned to experts. Fish 
Service Corporation was retained to take charge 
‘of all phases of the change. 

First Fish made a survey. Then, based on that 
survey, new financing was obtained. On behalf 


FISH SERVICE CORPORATION 


of the company, Fish went before the state 
regulatory commission and the F.P.C. The system 
was modernized and enlarged with supervision and 
inspection by Fish. Rate structures were calcu- 
lated by Fish, and the company organization was 
improved. Even the name was changed to the 
Spokane Natural Gas Company. 


Results were gratifying. Demand went up imme- 
diately. By December 1957, demand is expected 
to reach a peak of 37 million cubic feet per day. 
A sick, declining company had been transformed 
to a vigorous, growing one. 

This may be an extreme example, but Fish Service 
Corporation may be able to help you, too. Why 
not call us and find out. 





(Peth 


iid 3 
HOUSTON, TEXAS | | acomaaron 
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Gas Distributors, industries and the consuming 
public have a common interest in being assured 
of a dependable future supply of natural gas. 


The growth in the use of natural gas has been 
tremendous; interstate natural gas pipelines 
are now transporting over 8 trillion cubic feet 
of natural gas annually and trillions more are 
consumed intrastate. 





Producers must search for and develop more 
than 12 trillion cubic feet of natural gas an- 
nually merely to maintain existing reserves of 
natural gas. Such a tremendous task requires 
proper incentives and freedom from burden- 
some Federal regulations. Congressional lead- 
ers, the Federal Power Commission and all 
branches of the natural gas industry — includ- 
ing the distributing companies — recognize this 
fact. 


Proposed legislation, which will accomplish this 
important objective, is the Nation’s best assur- 
ance of a continuing progressive natural gas 
industry. 


PANHANDLE EASTERN PIPE LINE COMPANY 


120 Broadway, New York 5, N. Y. 


Producer, processor, transporter, supplier of natural gas, 
serving industries and utilities in 12 states. 
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For a complete outline of the services Ebasco offers, send for ‘“‘The Inside Story Eis | 
of Outside Help.” Address Ebasco Services Incorporated, Dept. W., Two Rector 
Street, New York 6, N. Y. 


‘Ness consutt™ | 
NEW YORK + CHICAGO - DALLAS . PORTLAND, ORE. - SAN FRANCISCO - WASHINGTON, D C. 





Progress Report on 


“Operation 65” 


“Operation 65” is a ten-year forecast and plan of 
action by The Dayton Power and Light Company. 
We're “shooting for” 1965 natural gas sales of 
51,900,000 MCF’s—up 57% in 10 years. 

Highly-favored West-Central Ohio served by 
DP&L has grown and prospered at a rate exceeding 
national averages. Factors are favorable for con- 
tinued growth due to “built-in stabilizers” —a 
balanced economy of diversified industry and agri- 
culture. DP&L will be ready with more natural 
gas before it is needed! 


THE DAYTON POWER AND LIGHT COMPANY 


Gas and Electric Building * Dayton 1, Ohio 
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AN INFORMATIONAL 


The P.U.R. Guide 


> A new and different approach to the educational needs of utility employees — called 
THE P.U.R. GUIDE — is now being used by many companies. Somewhat descriptively, 
the GUIDE is referred to as “a journey of understanding.” It takes the user through the 
economics of public utilities and through many other non-technical phases of utility op- 
eration. It was organized by and is issued under the general supervision of an experienced 
staff of specialists. 


»> THE P.U.R. GUIDE program is a systematically and consecutively arranged series of 
weekly lessons, in pamphlet form, offering a simplified, progressive, step-by-step story 
about the nature of the utility business, its important place in the American economy, the 
present conditions under which it is conducted, its day-to-day objectives and responsibili- 
ties, the existing problems with which it is confronted and other current subjects arising 
in connection with organization, financing, management, operation and regulation. This pro- 
gram adds guidance to experience in the development of the “management team.” 


PROGRAM FOR UTILITY EMPLOYEE: 








Features of THE P.U.R. GUIDE 


50 issues of 8 pages (one each week) 














wr: 














Certificate of meritorious completion 





Glossary of words and terms and complete index 
Ring binder embossed with enrollee’s name 
Leader’s Manual for group discussion 

Occasional reprints from Public Utilities Fortnightly 


Enrollments on company order only 


,VvV,",", "rr 


New groups January 1, April 1 and September 1, 1958 


Comments about THE P.U.R. GUIDE 


One of the best educational programs we have had in 


years. 
Division Manager 


We all feel that this is a program that is needed in 
the public utility industry. i 
Vice President 


I know of no better source for obtaining information 


it contains. nad 
District Manager 


I am sure that this new publication will prove of 
great value in the training of our younger personnel. 
President 


All of the men are interested and believe the studies 
to be quite worthwhile to them. ry. 
Division Manager 


I am sure the total series of 52 will prove of inesti- 
mable value to the utility industry. 
Vice President & General Manager 


I would like to have received it twenty years ago. 
Division Manager 


We feel that THE P.U.R. GUIDE training program 
is being weil received. 
Training Coordinator 


I find the material very interesting and instructive 
Division Manager 


We are pleased we have had an opportunity to offer 
the course to our management people. 
Employee Relations Department 


Those in charge of employee education or training may obtain further information from: 


PUBLIC UTILITIES REPORTS, INC., Publishers 


332 Pennsylvania Building 


@ Washington 4, D. ©. 
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Another Gas pipeline to 


serve another million 


Between Needles and Newhall, California 
...241 miles across deserts and mountains 
...stretches a newly-completed pipeline 
that brings new Gas supplies from the tre- 
mendous San Juan Basin to over 2,000,000 
Southern California homes, businesses and 
industries and to the 1,000 new residents 
arriving here every day. 

Los Angeles County alone now has a 
population equal to the combined cities of 
Boston, Cleveland, St. Louis, Baltimore, 
New Orleans, Minneapolis and St. Paul. 
Orange County, until recently more agri- 


cultural than metropolitan, now has close 
to a half million residents and is growing 
steadily. So are the ten other California 
counties served by Southern California 
Gas Company and Southern Counties Gas 
Company. 

These Companies are anticipating the 
growth here through far-sighted construc- 
tion like the Needles-Newhall pipeline and 
will be able to handle the cooking, water 
heating, house heating and other Gas 
requirements of every resident as effi- 
ciently tomorrow as they do today. 


SOUTHERN CALIFORNIA GAS COMPANY 
SOUTHERN COUNTIES GAS COMPANY 


Inter-connected for dependable service through the Pacific Lighting System. 
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CURE... 


utility 
srowth 
problems 





DATA 
PROCESSING 








@ DATA PROCESSING 

@ ELECTRIC TYPEWRITERS 
@ TIME EQUIPMENT 

@ MILITARY PRODUCTS 


e To keep service up . . . and costs down 
in today’s rising tide of public utility growth, 
and more companies depend on the speed and accu 


of IBM electronic data processing systems to elim 


nate growth problems. 


e One large utility company, for exam 
has already saved some $70,000 on payroll and s 
dividend applications through the use of its IBM1 


e In the face of your growth, too, IBM $§ 


tems not only maintain the great service traditiol ui 


public utilities, but actually smooth out proced 

. . step them up. Moreover, they can solve y 
complex engineering problems, freeing valuable 
gineering talent for more creative work. And expa 
ing customer billing, payroll, other routine accou 
ing jobs are done more easily, swiftly, accurately. 


e Whether your problems are in account| 
or engineering, your IBM representative brings 
full weight of IBM’s 48 years of experience and pri 
performance to bear on them. Why not phone! 
today? Or write: Public Utilities Department 
International Business Machines Corporation, 
Madison Avenue, New York 22, New York. 
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of the South... RY WERN . ... Serving the South 
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with the nation’s finest 
utomatic pipe coating and wrapping service 


The South’s own . . . and the nation’s finest auto- 
matic pipe coating and wrapping plant is now in 
full operation in Atlanta (where the Georgia air is 
ideal for quality pipe coating). Better service, ex- 
c-ptionally qualified personnel and our modern 
1. -acre facility—part of which is shown above—as- 
sire pipe that is perfect when it goes in the ditch. 
Gur special modern grit blasting cleans the pipe 
more quickly and evenly, permitting a smooth, 


even coating of primer, enamel and wrapping. We 
can store your bare pipe in our yard if you wish. 
And our own trucks will deliver anywhere in the 
South—with ditch-side service if you want—assur- 
ing damage-free handling—or we will ship by 
barge, rail or any combination. Ask about our rail 
in-transit rates. Complete facilities—full privileges. 
Call Southern now—for service “plus” . . . quality, 
dependability, immediate shipments. 


For illustrated catalog and specifications chart, or a quotation—call, wire or write 


Southern Pipe Coating Company 


PHONE TRinity 5-0151 + 


795 PEACHTREE STREET, N.E. + ATLANTA 8, GEORGIA 











“WHAT D’YOU 
SEE, MISTER? 





The future, son! New homes, new towns, ret 
industry ...in the Heartland of Amer cq 


















* * * 





The natural gas pipeline surveyor is a sy nb 
of progress . . . of residential and industri 
growth in that part of America’s Hearilan 
served by Columbia Gas System. 





In Ohio, Pennsylvania, West Virginia, Ke 
tucky, Virginia, Maryland, and southern Ne 
York, the demand for natural gas keey 
mounting rapidly. Ten years ago, Columb 
delivered 231 billion cubic feet of gas to 
homes, businesses, and industries it serv 
Last year, that figure rose to 605 billion. 
1961, it is estimated that the System’s custor 
ers will require 845 billion cubic feet annual 



















Columbia Gas System companies look to tl 
future by planning and building to meet the 
increasing needs for natural gas . . . to ke 
pace with the phenomenal growth of Amé¢ 
ica’s Heartland. 





COLUMBIA 
GAS 





owe : J SYSTEM, IPic 
Y is COLUMBIA GAS SYSTEM SERVICE CORPO? ATI 


120 East 41st Street, New York 17, N. 


* 











CHARLESTON GROUP: United Fuel Gas Company, Amere Gas Utilities Company, Atlantic Seaboard Corporation, Central Kentucky Natural Gas ( 0mp 
Virginia Gas Distribution Corporation, Kentucky Gas Transmission Corporation. COLUMBUS GROUP: The Ohio Fuel Gas Company 
PITTSBURGH GROUP: The Manufacturers Lightand Heat Company, Columbia Gasof New York, Inc., Cumberland and Allegheny Gas Company, Home Gas Comp 
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*« Cedric Adams best- 
known news personality 
in the Northwest 
appears on behalf of 
the Minneapolis Gas 
Company over 

CBS WCCO-TV on 
‘Playhouse 90”’ and 
Dinnertime News 





CEDRIC ADAMS* 


ig-Jolelat-Mreolamisifalal-r- | ele) ii) 
roti Samed Mmar-tiele-| mer t-) 


The city of Minneapolis celebrated its centennial 
year in 1956 and the Minneapolis Gas Company is 
proud to have played a part in these 100 years of 
remarkable growth. 1956 was a good year for the 
community and the gas company. Gas sales increased 
from 53,086,254 MCF in 1955 to 55,178,674 MCF 
in 1956. Number of heating customers 
increased from 153,103 to 161,420 and total number 
of customers increased from 194,716 to 199,726. 


It’s a pleasure to work with a company whose 
name is synonymous with ‘‘good service.”’ As a 
happy all-gas home owner, I can say gas 
service is tops in Minneapolis. 


abode thaws 


Zz GAS costs less today than it did ZO years ago! 

















Why fine new power 
plants everywhere 
have Q-Panel Walls 


Builders of new power plants in all parts of the country 
have specified Q-Panel walls for the following very good 
reasons: 1. Q-Panels are permanent, dry and noncom- 
bustible, yet may be demounted and re-erected elsewhere 
to keep pace with expansion programs. 2. Q-Panels are 
light in weight, thus reducing the cost of framing and 
foundations. 3. Q-Panels have high insulation value .. . 
superior to a 12” masonry wall. 4. Q-Panels are quickly 
installed because they are hung, not piled up. An acre of 
wall has been hung in 3 days. For more good reasons for 
using Q-Panel construction, use the coupon below and 
write for literature. 


Q-Panels 


H. H. Robertson Company 
2424 FARMERS BANK BLDG. ° PITTSBURGH 22, PA. 
Offices in Principal Cities 





ee 


pot 


La, 

Q-Panel walls grace the new Elrama Py 
Plant (above) near Pittsburgh. It was desig 
by Duquesne Light Company’s Enginee 
and Construction Department. The D 
Corporation was General Contractor. 




















Q-Panel walls (above) go up quickly inj 
any weather because they are dry andj 
hung in place, not piled up. 


More than 32,000 sq. ft. of Q-Panels were! 
to enclose the impressive Hawthorn St 
Electric Station (left) of the Kansas City, } 
souri, Power and Light Company. Ebzasco 

vices, Inc., designed and built the plant. | 
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ENERGY 


makes the WEST GROW 


The all-round growth of the nine Western 
States served by E] Paso Natural Gas 
Company and its subsidiaries continues to 
accelerate, consuming energy at an un- 
precedented rate. 

New growth calls for new energy— 
energy to make arid lands fertile... energy 
to make rigorous climates pleasant with 
air-conditioned homes and offices for year- 
round living and working comfort... 
energy to increase production in plants, in 
mines, in fields. 

Since 1928, when El Paso Natural Gas 
Company was formed, population in these 
nine states has almost doubled. Looking 


ahead, this new West sees its present popu- 
lation increasing by almost 30% in the 
next 10 years. 

To help keep the West supplied with the 
energy required for future growth, El] Paso 
Natural Gas Company is engaged in con- 
tinuing and intensive programs to augment 
its large reserves of natural gas. In the 
past 10 years despite the tremendous in- 
crease in sales to E] Paso’s market, our 
committed reserves have increased over 
100%. The rapid rise of these reserves is 
equalled only by the unparalleled upsurge 
in Western energy requirements. 

Intensive exploration for, and acquisi- 
tion of, natural gas reserves are just two 
of many El Paso activities designed to help 
serve the energy needs of the West. 

E] Paso and its subsidiaries operate a 
network of natural gas pipelines, the 
world’s most efficient means of transporta- 
tion. Other activities are conducted in ex- 
ploration for and supply of petroleum, in 
refining, in the marketing of petroleum 
products, in the manufacture of petro- 
chemicals—and in the search for and proc- 
essing of uranium, a fuel of tomorrow. 


El Paso Natural Gas Company and its sub- 
sidiaries serve California, West Texas, Ari- 
zona, Idaho, Nevada, New Mexico, Oregon, 
Utah and Washington. 











COMMONWEALTH SERVICES INC. 


New York, N.Y. Jackson, Mich. Washington, D.C. Houston, Tex. 


300 PARK AVENUE, NEW YORK 22, NEW YORK 


COMMONWEALTH ASSOCIATES INC. 


The Commonwealth Professional Engineering Organization 


Whether in general operations, financing, engi 
ing or other business matters, the consulting 
advisory services of Commonwealth can be of 
rial assistance. 
These services are integrated with the 
and policies of client management in accomm. 
ing the desired objectives. Commonwealth em 
ence is built on work covering many states 


companies, in operations varying from a fev 


ployees to thousands, and in projects from é 
dollars to many millions. 

Commonwealth is an independent organiz 
built on a business record of 50 years, and 
owned by officers and employees. 

Let our booklet tell you more. 


FINANCIAL 

RATES 

INSURANCE 

PURCHASING 

GAS OPERATIONS 

CORPORATE 

PENSIONS AND WELFASE 

BUSINESS DEVELOPMEN’ 

INDUSTRIAL RELATION® 

PUBLIC RELATIONS 

STOCK TRANSFER 

PROXY SOLICITATIONS 

GENERAL CONSULTATICN 

ENGINEERING— 
CONSULTING AND DESIGN 














@ Ready for use in se 
cond. 
at the flick of a ond 


‘ po that are always body heigh 
— ses ipatal ‘ Bit... . always clean area when 
Earth-Master digs holes hydraulically ...up to 9’ 4’ eo Own pres. ” Maste F , 
in depth. It will dig at various angles in most types «ecafOF lieteg oes tan eas Derrick 
of soil. The hydraulically-powered auger, traveling up Or “hard pan’ Soil opposite side nA digging on 
and down on a twin-column support frame, is guided e Easily of fences 
times — digs holes that are always straight, always clean. ferred 


eee 


cing, engi 


t increase Overall 
t or obstruct load 
used with Pole. 


removed and trans. 3 Swings Out of the way when 


: e j 
; ; to another vehicle poo — 
ser is raised and lowered by a reversible hydraulic motor; etting pole 
in either direction by a separate hydraulic motor. Power is 
from a hydraulic pump driven by the truck engine. 


used for 


plenty of ‘‘down pressure” for digging in hard soil... supplied 
rive motor and the downward thrust which can be applied to : Support fram 
ort frame with the hydraulic derrick. , . can be turned 


i j i j various angles 
ontrols are located beside derrick controls in right rear body extented aaa 


tment...giving operator full view of all digger and derrick \ operating con 
nt. An automatic, self-resetting relief valve protects the digger : ditions. 
raulic system against overload. ® 


aster is ideal for use with the Powers-American Pole-Master 
»M-2 Hydraulic Derrick. It can be installed on derricks now in 
factory-mounted in conjunction with a Pole-Master Derrick on a 
American Line Body that fits your job needs. Standard augers 
in diameter can be furnished. Digger can be supplied with 
Pengo Heads for digging where soil condition retards auger. 


rice information and descriptive literature will be sent upon request. 


McCABE-POWERS AUTO BODY COMPANY 


5900 NO. BROADWAY — 625 CEDAR STREET 
: & 
Z ST: LOURaae. oiO. BERKELEY 10, CALIF. 





PUTTING POWER INTO YOUR EXPANDING PROGRAMS 
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ATOMIC, HYDRO and FOSSIL FUEL POWER PLANT DESIGN 
FOR INDUSTRIALS and UTILITIES 


ipa 

















Send for our 
descriptive booklet, 
“Pioneering New Horizons” 


omen me Pioneer Service & Engineering Co 


231 SOUTH LA SALLE STREET - CHICAGO, ILLINOIS 
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Thursday—10 


California Natural Gaso- 

line Association begins an- 

nual fall meeting, Pasadena, 
Cal. 


Friday—11 


Southeastern Electric Ex- 

change ends 2-day account- 

ing conference, Charleston, 
Sec. 


Saturday—12 


American Nuclear Society 

will hold winter meeting, 

New York, N. Y. Oct. 28- 
31, Advance notice. 


Sunday—13 


Rocky Mountain Electric 

League begins annual con- 

vention, Colorado Springs, 
Colo. 





Monday—14 


United States Independent 

Telephone Association be- 

gins annual convention, 
Chicago, Ill. 


Tuesday—15 


Measurement 
Liberal, 


Fifth Gas 
Institute begins, 


Kan. 


Wednesday—16 


National Association of 
Railroad and Utilities Com- 
missioners will hold annual 
convention, Memphis, Tenn. 
Oct. 28-31. Advance notice. 


es 


Thursday—17 


American Water Works 
Association, Canadian Sec- 
tion, begins meeting, Hali- 
fax, Nova Scotia, Canada. 





Friday—18 


onsin. Utilities Asso- 
m, Gas and Electric 
ation and Sales Sec- 
ends 3-day conven- 
Nn, Milwaukee, Wis. 


Saturday—19 


American Petroleum Insti- 
tute will hold meeting, Chi- 
cago, Ill. Nov. 11-14. Ad- 


vance notice. 


Sunday—20 


Federal Bar Association, 
Comuuttee on Natural Re- 
sources, will hold a briefing 
conference on water re- 
sources, San Francisco, Cal. 
Nov, 14, 15. Advance notice. 


Monday—21 


National Safety Congress 
begins, Chicago, Il. 





Tuesday—22 


as Association of 
Icasters begins meet- 
19, Galveston, Tex. 





Wednesday—23 


American Water Works 

Association, West Virginia 

Section, begins meeting, 
Wheeling, W. Va. 


@ 





Thursday—24 


Engineers Joint Council be- 
gins annual meeting and 
assembly, New 


York, N. Y. 


general 





Friday—25 


Virginia Independent Tele- 

phone Association ends 2- 

day annual convention, 
Roanoke, Va. 





nd Go 


LLINOIS 
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Courtesy, United Gas Corporation 


Natural Gas Goes to the Fair 
state Fair grounds at Shreveport. 


The Natural Gas building on the Louisiana 
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The Gas Industry: Inventory and 


Outlook 


From the standpoint of plant investment the gas utility 

and pipeline industry ranks fifth among the largest in- 

dustries in the United States. The phenomenal growth 

of this industry over the past decade is to be exceeded 

only by the accomplishments to be garnered in the years 
ahead. 


By C. H. ZACHRY* 
PRESIDENT, AMERICAN GAS ASSOCIATION 


HE dynamic growth of the gas in- 
dustry in recent years has been little 
short of phenomenal, and there is 
every reason to expect this rapid expan- 
sion to continue unabated in the foresee- 
able future. 
I am sure readers of the FoRTNIGHTLY 
would prefer to have facts and figures in- 
*Also president of Southern Union Gas Com- 


pany. For additional personal note, see “Pages with 
the Editors.” 


stead of glowing adjectives in an appraisal 
of just where the industry stands today 
and where we expect to go from here. 
The facts, therefore, will be permitted to 
speak for themselves. 

The gas utility and pipeline industry to- 
day ranks, from the standpoint of plant 
investment, as the fifth largest industry in 
the United States. Our assets are about 
$19 billion, compared with slightly less 
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than $7 billion in 1947 and $5 billion in 
1937. 

And looking directly ahead, we ex- 
pect to be a $24 billion industry by 1960, 
perhaps sooner. 

Throughout the United States today, 
the gas industry is serving more than 39 
million customers in homes, business es- 
tablishments, and industrial plants. Some 
30 million of these customers are supplied 
with gas from 1,250 individual utility 
companies and approximately 100 trans- 
mission companies. Thousands of other 
companies distribute “bottled gas” to 
some 9 million customers who live beyond 
the reach of utility mains. 

As of today, about 90 per cent of all 
utility customers use natural gas. More 
than 1,100 companies distribute natural 
gas to over 26 million customers. Approxi- 
mately 40 companies regularly manufac- 
ture their own gas and distribute straight 
or mixed with natural gas. Another 80 
companies serve liquefied petroleum 
through utility mains. 


een gas industry sales to ultimate 
customers—not including gas that is 
sold for resale—are about # billion a 
year. Ten years ago sales were less than 
$1.5 billion. Looking back to 1937, we find 
that figure was only $800 million. In other 
words, sales today are almost triple those 
of 1947 and five times as great as in 1937. 

This tremendous growth in customers 
and sales has presented a mighty challenge 
for greatly increased facilities of all types. 
The manner in which we are meeting the 
challenge is indicated in our construction 
expenditures. 

Over the next four or five years, gas 
industry construction is expected to run 
about $2 billion annually. Nearly one- 
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third of this construction will be financed 
by new investment from internal funds, 
more than half from new debt issues, and 
the remainder from new equity. 

Construction this year will probably 
amount to over $2 billion. Ten years ago 
it was only $758 million, and in 1937 it 
was only $97 million—only one-twentieth 
of the current figure. An estimated $1,- 
028,000,000 of this year’s outlay will be 
for transmission facilities and $560 mil- 
lion for distribution facilities. 

The forecast for a 10-year period end- 
ing in 1965 calls for total construction 
expenditures of $19 billion, with $8 bil- 
lion of this going for transmission facili- 
ties and about $7 billion for distribution. 

Steady expansion has stretched the in- 
dustry’s vast network of field, gathering, 
transmission, and distribution mains to 
more than half a million miles—or enough 
to circle the earth 21 times. We have ex- 
tended our mains about 200,000 miles since 
1947 and within the next ten years the 
pipeline network will spread to well over 
three-quarters of a million miles. 


7 is essential, of course, that we have 

abundant supplies of gas to serve our 
millions of customers—and this brings us 
to the important subject of natural gas 
reserves. 

The latest report on natural gas reserves 
from the American Gas Association con- 
cludes that the nation’s proven reserves 
have reached an all-time high of 238 tril- 
lion cubic feet. 

The U. S. Bureau of Mines says the 
total available remaining supply of natural 
gas within the United States is at least 
850 trillion cubic feet. The Bureau of 
Mines points out that the figure does not 
include supplies from Mexico and Canada 





THE GAS INDUSTRY: INVENTORY AND OUTLOOK 


“THE gas utility and pipeline industry today ranks, from the 
standpoint of plant investment, as the fifth largest industry in 
the United States. Our assets are about $19 billion, compared 
with slightly less than $7 billion in 1947 and $5 billion in 1937. 
And looking directly ahead, we expect to be a $24 billion indus- 
try by 1960, perhaps sooner. Throughout the United States to- 
day, the gas industry ts serving more than 39 million custom- 
ers in homes, business establishments, and industrial plants.” 


available for export to the United States. 
The Province of Alberta alone may even- 
tually show reserves of 100 trillion cubic 
feet. 

Another significant appraisal of re- 
serves was made recently by Lyon F. 
Terry, vice president, and John G. Winger, 
petroleum economist, of the Chase Man- 
hattan Bank. This study concludes that 
“the supply recoverable from presently 
proved reserves and from future dis- 
coveries in the United States, including 
offshore production, will exceed 1,200 
trillion cubic feet.” 


U is interesting to note that in the past 

eleven years, despite a tremendous in- 
crease in production, our proven reserves 
have shown an over-all net increase of 
89 trillion cubic feet. Let us look, for ex- 
ample, at what happened in 1956. Produc- 
tion reached an all-time record of about 
11 trillion cubic feet; meanwhile, new dis- 
coveries, plus extensions and revisions of 
earlier estimates, amounted to 25 trillion 
cubic feet. 

As a result, we showed a net gain of 
14 trillion cubic feet in proved reserves 
for the year. 

Underground storage operations con- 
tinue to be an important phase of the dis- 
tribution picture. Last year about 557 bil- 


lion cubic feet of gas was pumped into 
storage to be used as needed during 
periods of peak demand. The amount in- 
jected was about 65 billion cubic feet more 
than the amount withdrawn. 


Siew gas industry’s efforts to provide 
maximum service for millions of 
Americans require a great investment in 
each customer and each of its 202,000 em- 
ployees. The investment per customer 
figures out to an average of $55 in facili- 
ties to provide one dollar’s worth of gas a 
month. 

Plant investment per employee is over 
$70,000. 

The growth of our industry is not the 
result of sitting back and waiting for 
things to happen. Through research and 
development of up-to-the-minute gas ap- 
pliances and equipment, we believe we are 
making things happen. 

One specific instance will illustrate what 
the gas industry is doing to make things 
happen. For several years, we have been 
very much aware of the enormous poten- 
tial offered by the fast-growing demand 
for air conditioning. This potential has 
been virtually untouched. Surveys show 
that less than one per cent of our country’s 
35 million homes have central air condi- 
tioning—less than 5 per cent have room 
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units; less than one per cent of U. S. fac- 
tories are air conditioned; and nearly one 
million hotel rooms do not have air condi- 
tioning. 

The possibilities of air conditioning are 
almost fantastic. Air-conditioned side- 
walks are being built in commercial and 
shopping centers, and this cool comfort 
has even been built into an 80-seat section 
of the football stadium at Baylor Uni- 
versity. 

The gas industry derives a substantial 
portion of its revenues from gas used for 
heating. This means greatly reduced de- 
mands during warm weather. We know 
that gas air conditioning offers the oppor- 
tunity for working toward a year-round 
level of gas consumption. 

The American Gas Association and air- 
conditioning equipment manufacturers 
spent $1.5 million on gas air-conditioning 
research in 1956. This year we have in- 
tensified our efforts. AGA recently 
doubled its previously planned appropria- 
tion and decided to spend $750,000 on its 
gas air-conditioning development program 
during 1957. This research, incidentally, 
is carried on under AGA’s Promotion, Ad- 
vertising, and Research Plan—we call it 
the PAR Plan, for short. 

Through this PAR Plan, the gas indus- 
try will also spend about $4 million for 
promotion and national advertising this 
year, including our sponsorship of “Play- 
house 90” on nation-wide television. 


im appliance and equipment sales po- 

tential is not, by any stretch of 
imagination, confined to air conditioning. 
Compared with about 100 million gas ap- 
pliances in use today, our potential sales 


—mostly through gas appliance dealers— 
are 300 million additional gas-burning 
units in a 20-year period through 1975. 

The survey of potential sales by 1975 
estimates a market for 80 million gas 
water heaters, 25 million central heating 
units, 21 million floor and wall furnaces, 
54 million space heaters, 17 million clothes 
dryers, and 6 million incinerators. This 
adds up to a promising sales picture for 
everybody connected with the gas indus- 
try. 

It is obvious that sales, unlike the mod- 
ern gas appliance itself, are not automatic. 
It will require earnest effort, day after 
day, to translate this huge potential into 
profitable reality. However, I am con- 
fident that the gas industry possesses the 
ambition, ability, and enthusiasm to 
achieve such goals. 


(pw zeal of our gas utility companies is 
supported by the effective efforts of 
AGA in advertising, promotion, and public 
information activities. These activities are 
helping us demonstrate the merits of our 
efficient and economical fuel, gas service 
and gas appliances. We know we have fine 
products and services and we want others 
to know about them. Little wonder that 
we are adding about one million new cus- 
tomers every year. 

Facts and figures have a way of telling 
the story clearly and succinctly. They re- 
flect patterns and trends of an industry 
dedicated to service and confident of its 
future. 

All signposts, as far down the road as 
we can see, point to a clear straightaway 
to greater accomplishments in the gas in- 
dustry. 
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The British Gas Industry—Before 
And after Nationalization 


Some background on the gas industry in Great Britain 

leading up to the Gas Act which, in 1948, brought 

nationalization. It will be noted, among other interest- 

ing data, that the nationalized industries of Britain are 

subject to all the taxes—income, profits, and local—to 
which private industry is liable. 


By LESLIE F. STEMP* 


Parliamentary and Governmental 
Control 


HE close relationship which from 

the earliest days of the industry ex- 

isted between Parliament and the 

gas industry arose from the fact that gas 
undertakers found it necessary to break 
open streets for the purpose of laying 
mains and pipes for the distribution of 
gas. Such powers could only be obtained 
*Legal adviser, the Gas Council, London, Eng- 


land. For additional personal note, see “Pages with 
the Editors.” 


from Parliament and were normally 
granted by Private acts. 

The procedure for the passage of such 
acts through Parliament closely resembled 
that applicable to Public acts except that 
the committee stage in the case of a Pri- 
vate act afforded an opportunity for the 
merits of the act or any objections thereto 
to be argued before the committee by 
counsel who were normally members of 
the Parliamentary bar. 

The powers in respect of streets were 
not normally granted unconditionally but 
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were conferred only in consideration of 
the acceptance by gas undertakers of a 
number of obligations and restrictions. 
The more common provisions of this kind 
were incorporated in 1847 and 1871 in 
the Gas Works Clauses acts which be- 
came applicable to the gas undertakers in 
whose Private acts (and later Orders) 
they were incorporated. 

The actual supervision of the gas in- 
dustry was delegated by Parliament to 
that branch of the Civil Service known as 
the Board of Trade, until these functions 
were transferred in 1942 to the then 
newly appointed Minister of Fuel and 
Power (since 1957 the Minister of Pow- 
er). The Minister is in accordance with 
the British Constitution not only a mem- 
ber of the government but also a member 
of Parliament and, as such, is answerable 
in Parliament for the performance of his 
functions. 


; Structure of the Gas Industry before 
Nationalization 
Types of Ownership 


— the nationalization of the in- 

dustry on May 1, 1949, the gas 
supply industry in the United Kingdom 
consisted of undertakings owned by (a) 
local authorities, (b) statutory companies, 
and (c) nonstatutory companies. 

Local authorities for this purpose con- 
sisted of county, county borough, or ur- 
ban district councils, including borough 
councils. The vast majority of local au- 
thority gas undertakings were owned by 
borough councils. 

Statutory gas companies were either 
(i) incorporated by Special Act or (ii) 
registered with limited liability, working 
under statutory powers conferred by Pro- 
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visional Order (that is an order confirmed 
by act of Parliament) or Special Order 
(that is an order made by the Ministry 
and approved by a resolution of both 
houses of Parliament). 

Nonstatutory gas companies were nor- 
mally limited liability companies having 
no statutory powers and possessing no 
right to break open streets and bridges 
otherwise than by the consent of the high- 
way authority. In England and Wales 
they were under obligation to become 
statutory if, in any year, they had sold 
more than 30 million cubic feet of gas 
and they were subject to tests in respect 
of gas purity and pressure. These obliga- 
tions did not apply to nonstatutory com- 
panies in Scotland, which were liable to 
compulsory purchase by their local au- 
thorities. 


1 pene types of ownership predom- 
inated in different areas. In London 
the greater part of the supply was in the 
hands of companies, some of which were 
to a certain extent financially associated, 
whilst a minority were controlled by 
holding companies. In the mainly indus- 
trial areas of the Midlands and the North, 
local authority ownership predominated, 
with a proportion of companies, some un- 
der the control of holding companies. The 
south of England was almost wholly 
supplied by companies, many being sub- 
sidiaries of holding companies. In Scot- 
land there were 64 local authority under- 
takings, which supplied 85 per cent of the 
gas sold in Scotland, four statutory com- 
panies which supplied 2.5 per cent, and 132 
nonstatutory companies which supplied 
12.5 per cent. 

In 1946 there were 1,046 undertakings. 
(See table, page 543.) 





THE BRITISH GAS INDUSTRY—BEFORE AND AFTER NATIONALIZATION 


Capital Structure 


Ww the exception of Manchester, all 
the early gas undertakings were 
formed as companies, the first in 1810. 
Since the supply of gas was then regarded 
as a hazardous venture, Parliament per- 
mitted the raising of the original capital 
on a 10 per cent basis, additional capital 
normally being authorized at 74 per cent. 


Towards the middle of the nineteenth 
century, many companies were purchased 
by local authorities which raised loans for 
the purpose. Sanction for these loans re- 
quired that they should be paid off 
through sinking-fund contributions well 
within the estimated life of the plant. 
After an initial high interest period coin- 
ciding with the currency of the purchase 
loan, local authorities had to provide for 
interest payments well below the value of 
the assets and, after the repayment of the 
loan, interest payments ceased. 

Company undertakings continued to 
operate 10 per cent stock as the founda- 
tion of their capital structure—although 
in many cases the bulk of the stock had 
been converted to a 5 per cent basis—and 
were not permitted to make any provision 
for capital redemption. The result was 
that the capital upon which interest was 
payable had increased in company under- 
takings and decreased in local authority 
undertakings. On an average, local au- 


Number 
Local authorities . 
Statutory companies — 
Nonstatutory companies ... 


Coke oven gas purchased 


Total gas available 


thority undertakings sold 20 therms of 
gas for every £1 of total outstanding debt, 
while statutory companies sold 6.5 therms 
for every £1 of share and loan capital. 

At the end of 1945 the total capital em- 
barked in the gas industry was more than 
£261 million, being over £162 million in 
statutory company undertakings, nearly 
£94 million in local authority undertak- 
ings, and about £5 million in nonstatutory 
companies. 


Legislative Control of Gas Industry 


| anal of control. The extent and 

nature of the legislative control of 
gas undertakings, which were much more 
comprehensive than those applied to elec- 
tricity supply, were illustrated by the fact 
that—in addition to numerous General 
acts and many hundreds of Departmental 
orders—there were in force, up to 1937, 
no less than 3,278 Private Gas acts and 
Special orders. 

Scope of control. Statutory companies 
and local authority undertakings: were 
subject to the following, among other, 
legislative controls: 


Area: Defined by act or order. 

Lands: Amount of land which might 
be purchased limited. Land for manu- 
facture of gas and by-products, or for 
storage, had to be scheduled by act or 
order. 


Annual Make of Gas Total Gas Made 


Mill. Cu. Ft. Percentage of 


152,208 36.4 
254,293 60.8 
11,645 2.8 


418,146 100% 
51,968 


470,114 
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Gas supply: Undertakings were 
obliged to give and maintain a supply 
to certain premises and public lamps. 

Gas: Subject to tests for pressure, 
purity, and calorific value. 

Meters: Undertakings had to supply 
on request a duly stamped meter. 

Price: Controlled by a maximum 
price, or related to dividends, there be- 
ing maximum price, standard price 
(sliding-scale), and basic price com- 
panies. Consumers had the right to gas 
at flat rate price per therm and were 
entitled to equality of treatment as to 
prices (to be amplified below). 

Dividends: Controlled by a maxi- 
mum dividend, or related to gas prices. 

Fittings : Hire charges for meter and 
appliances installed for prepayment 
consumers were based upon a maxi- 
mum charge per therm consumed. 

Capital: Amount of share and loan 
capital prescribed by act or order. Cap- 
ital had to be raised by public auction 
or tender. 

Investment powers: Amount of cap- 
ital which might be utilized for the 
purchase of securities of other under- 
takings was limited. 

Accounts and returns: Such annual 
accounts and returns as the Minister 
required had to be furnished. 

Residuals: By-products which might 
be produced and worked up were 
specified. 


me! and dividend control. The man- 

ner in which the dividends and gas 
prices of statutory gas companies were 
controlled varied according to whether 
they were maximum price, standard price 
(sliding-scale), or basic price companies. 

Maximum price companies were the 
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oldest type. Their acts or orders provided 
for a maximum gas price and maximum 
dividend, neither of which might be ex- 
ceeded until another act or order was ob- 
tained. A reserve fund was permitted 
from which the amount by which any 
previous dividend fell short of the yearly 
maximum prescribed might be made up. 


jeune price (sliding-scale) compa- 

nies operated under provisions first in- 
troduced in 1875. The object of the “slid- 
ing scale” was to give the consumer a 
pecuniary interest in the economy and 
efficiency of the gas company. If the com- 
pany was able to supply gas at less than 
the prescribed price (known as the “stand- 
ard price”) it was permitted to pay a 
proportionately increased dividend above 
the prescribed rate of dividend (known 
as the “standard dividend”) and vice 
versa. The “carry forward” of sliding- 
scale companies was limited and they were 
normally entitled to create the following 
funds: 


Reserve fund: This was made up of 
sums which the company might have 
paid as prescribed dividends. It might 
be used for the payment of dividend in 
any year in which the profits were in- 
sufficient to pay the authorized divi- 
dend. 

Renewals fund: This might be used 
to equalize expenditure on maintenance 
and renewal of plant and works. The 
maximum amount of the fund was pre- 
scribed. 

Special purposes fund: This might 
be applied to meet expenditure incurred 
by reason of circumstances which due 
care and management could not have 
prevented. The maximum amount of 
the fund was prescribed. 
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Dividend Control 


c¢ HE manner in which the dividends 

and gas prices of statutory gas 
companies were controlled varied accord- 
ing to whether they were maximum price, 
standard price (sliding-scale), or basic 
price companies. Maximum price com- 
panies were the oldest type. Their acts or 
orders provided for a maximum gas price 
and maximum dividend, neither of which 
might be exceeded until another act or 
order was obtained. A reserve fund was 
permitted from which the amount by 
which any previous dividend fell short of 
the yearly maximum prescribed might be 
made up.” 











B*"< price companies operated under 


complex pravisions first introduced in 
1920 and comprised certain of the larger 
undertakings. The object was to prevent 
the automatic reduction of dividend when 
the price of gas was increased by circum- 
stances beyond the control of the com- 
pany, which was a defect in standard price 
companies. There was prescribed a basic 
gas price and a basic dividend which, hav- 
ing regard to the value of money, repre- 
sented a fair return on the invested cap- 
ital. A calculation was made yearly of the 
amount which consumers would have paid 
if all gas had been supplied at the basic 
price. The difference between the amount 
and the total sum charged represented the 
“consumer’s share.” If the profits were 
available, an amount not exceeding one- 
third of the consumer’s share might be 
applied as to one-half in payment of in- 
creased dividend and as to the other half 


for the benefit of the employees of the 
company, the balance being used to reduce 
the price of gas. Basic price companies 
were permitted similar funds to standard 
price companies. 

The main advantage of the basic price 
method over the sliding-scale system was 
that it provided for a minimum dividend 
(the “basic dividend’’) and thus afforded 
greater security to the investor and so 
enabled the company to raise money on 
more advantageous terms, which thereby 
indirectly benefited the consumer. A defect 
in the method as first introduced was that 
any gas sold by an undertaking at re- 
duced prices—for example, for industrial 
purposes or in bulk quantities—and yield- 
ing a low profit, attracted the highest divi- 
dend, without price advantage to the 
domestic consumer. After 1931, however, 
a clause was introduced to remedy this 
defect. 
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Governmental Inquiries 


ag nationalization the gas industry 
was the subject of a number of gov- 
ernmental inquiries as follows: 


Fuel Research Board, 1917: 


In its report the board recommended 
that the system of charging for the gas 
should be altered from the volumetric 
basis to the thermal system, under which 
the charge was based upon the number of 
heat units (therms) contained in the gas. 
The Gas Regulation Act, 1920, gave ef- 
fect to the report, thus marking the change 
in function of the gas industry, by accept- 
ing the heating instead of the lighting 
standard as the basis of -the charge for 


gas. 


National Fuel and Power Committee 
(Melchett) 1926: 


This committee made recommendations 
regarding the issue of capital and the re- 
vision of standard and maximum gas 
prices. The Gas Undertakings Act, 1929, 
was based on this report. 


Departmental Committee on Area Gas 
Supply, 1929: 

This committee recommended that the 
industry should be enabled to adopt more 
scientific methods of charge, particularly 
in the form of two-part tariffs. 


Gas Legislation Committee 
(Wrottesley) 1931: 


First Interim Report, March, 1932: 
This report dealt with the powers of in- 
vestment by one undertaking in another. 
The Gas Undertakings Act, 1932, was 
based upon the report, but the act was not 
fully operated as the amounts which a 
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statutory gas company was authorized to 
utilize in the acquisition of other under- 
takings were too limited. 

Second Interim Report, December, 
1932 : This report was against the granting 
of powers to impose compulsory two-part 
tariffs, but suggested that such tariffs 
might be offered voluntarily as an alterna- 
tive to the flat rate system of charging for 
gas. Effect was given to this reeommenda- 
tion by the Gas Undertakings Act, 1934. 
The report recommended that undertak- 
ings should have the right to impose a 
minimum charge for the provision of a 
gas supply, but this recommendation was 
never implemented. 

Final Report, March, 1933: The final 
report of the Wrottesley Committee sug- 
gested various legislative amendments of 
a minor character, most of which were in- 
corporated in the above-mentioned Gas 
Undertakings Act, 1934. 


Joint Committee of Both Houses of 
Parliament on Gas Charges, 1937: 


This committee reported in favor of 
the right to impose a minimum charge 
which, as stated above, was never imple- 
mented. 


Sankey Committee on Holding 
Companies, 1939: 


The object of this committee was to 
examine the rapidly growing tendency 
towards integration, to which reference 
is made below. The committee was ad- 
journed without reporting as the result 
of the outbreak of war in 1939. 


Committee of Inquiry into the Gas 
Industry (Heyworth) 1944: 


This committee was appointed in June, 
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1944, by the Minister of Fuel and Power 
and reported in December, 1945. It found 
“that within the limits of the existing 
structure the industry today is reasonably 
efficient” but “that the existing structure is 
restrictive of further progress.” This 
necessitated ‘“‘a basic change in the struc- 
ture of the industry” as “the only approach 
that can produce really effective results 
quickly.” The “direction of the required 
change” was clearly “towards grouping 
into large units” which was “in no sense 
a revolutionary idea” being “entirely con- 
sistent with past history, which shows a 
steadily increasing trend towards inte- 
gration.” 

The committee report recommended the 
“compulsory purchase of all existing un- 
dertakings” by ten autonomous regional 
boards, the capital issued by each being 
“guaranteed by government for a com- 
mission of one-fourth per cent.” The 
boards would be responsible for the “effi- 
cient operation of the industry” which 
should be enabled ‘“‘to compete effectively 
and without restriction with other fuel 
industries.” 


Geographical Integration 


HE gas industry had grown up on a 
local basis and still retained much 
evidence of that origin. Nevertheless, be- 
low a certain size it was more difficult, if 


¢ 


e 


not impossible, for an undertaking to em- 
ploy specialist personnel, to take advan- 
tage of modern developments, or to raise 
capital on the most favorable terms, un- 
less it was associated with other under- 
takings. 


Skee Private Act or Special Order pro- 

cedure necessary to the voluntary 
merger of gas undertakings was cumbrous, 
tardy, expensive, and uncertain, while the 
war retarded integration, since this could 
not be proceeded with if not directly in the 
interests of the prosecution of the war. 
Nevertheless, between the wars much 
progress was made in reducing the num- 
ber of undertakings, the various methods 
of geographical integration practiced on 
a voluntary and evolutionary basis being 
as follows: 


Amalgamation or merger of geo- 
graphically contiguous undertakings, 
generally by the absorption by a larger 
undertaking of smaller neighboring 
units, which was facilitated by the Gas 
Regulation Act, 1920. 

Association of gas undertakings (i) 
under the aegis of a holding company, 
which assumed control by the acquisi- 
tion of a majority holding of voting 
capital in companies, or in a few cases, 
by the outright purchase of local au- 
thority undertakings; or (ii) by a 


“THE gas industry was the third of the fuel industries of the 
United Kingdom to pass into national ownership, and the form 
of nationalization imposed upon the industry differed from 


those applied to the coal industry by the Coal Industry Nation- 
alization Act, 1946, and to the electricity industry by the Elec- 
tricity Act, 1947. Each act marked a development in the method 
of public control, the effect of which was an increasing devolu- 
tion of power from the center.” 
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statutory company investing in the 
shares of other undertakings, which 
was made possible by the Gas Under- 
takings Act, 1932. 

Joint gas authorities, being the 
amalgamation in suitable areas of local 
authority and/or company undertak- 
ings which retained direct control by 
representation. 

Transmission companies designed to 
provide for the large-scale manufac- 
ture and/or supply of gas in bulk to 
undertakings over wide areas, where 
justified by high concentrations of 
population. 

Joint working arrangements between 
undertakings to increase efficiency and 
economy in the manufacture and sup- 
ply of gas. 


QO’ these various methods of integra- 


tion, most had been accomplished by 
(a) amalgamations or mergers and (b) 
association. During the years 1931 to 
1938 alone, 125 undertakings were amal- 
gamated or merged and 21 between 1939 
and 1944. 

Association under the aegis of hold- 
ing companies had, by the end of 
1937, brought under control 310 under- 
takings—making 9.5 per cent of the total 
gas sold by all undertakings—mostly by 
the six largest holding companies. There 
were five joint gas authorities and one 
transmission company, which operated un- 
der statutory powers. Joint working ar- 
rangements between undertakings had 
resulted in, inter alia, bulk supplies being 
given by some 60 and received by 74 
undertakings. 

In a sense, the movement towards in- 
tegration was consummated by the na- 
tionalization of the industry in 1949. 
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The Nationalization of the Gas Industry 
By the Gas Act, 1948 


HE Gas Act, 1948, received the Royal 

Assent on July 30, 1948. On May 1, 
1949—the day appointed by the Minister 
of Fuel and Power as the vesting date— 
the gas industry passed into national 
ownership and 1,037 undertakings vested 
in the gas boards of the twelve areas into 
which Great Britain is divided. 


Undertakings Wholly Vesting 


The undertakings of companies, wheth- 
er statutory or nonstatutory, the primary 
function of which was the supply of gas 
to the public, vested together with all the 
rights, property, liabilities, and obligations 
of those companies in the appropriate area 
gas board. Similary, the assets and liabili- 
ties of gas holding companies, in which 
the value of the securities held by such 
companies in gas subsidiaries amounted to 
not less than 75 per cent of their total 
assets, were transferred to the appropriate 
area board. These companies were dis- 
solved on May 1, 1949, by the Gas Act 
without further legal process. 


Compensation for the Transfer 


Compensation was payable to holders 
of securities in gas undertakings which 
were taken over by an area board or the 
Gas Council and which were dissolved at 
vesting date. The compensation took the 
form of an issue by the Gas Council of 
British gas stock of a value estimated by 
the Treasury to be of such amount as was 
at the vesting date of a value equal to 
the value of the securities held, regard 
being had (in estimating the value of the 
stock so issued) for the market value of 
government securities at or about the vest- 
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Duty of the Gas Council 


ey is the duty of the Gas Council to promote and assist the efficient ex- 

ercise and performance by the area boards of their functions and 

to advise the Minister [of Power] on all questions affecting the gas industry 

and matters relating thereto. In addition, the Gas Council has special duties 

in connection with such matters as research, the education and training of 

staff, and the establishment and maintenance of machinery for the negotta- 
tion of wages and conditions of service.” 





ing date. The stock was a 3 per cent guar- 
anteed stock, issued at par and redeemable 
at par in 1990-95. 


iene values of securities for the pur- 
poses of compensation were to be de- 
termined in accordance with § 25 of the 
act which provided for values to be ar- 
rived at in the manner outlined below: 


Quoted Securities 


These are securities which were 
quoted in the London Stock Exchange 
Official Daily List on certain specified 
dates in October, 1947, and also were 
quoted in that list or in the Stock Ex- 
change Daily Supplementary List on 
any of certain dates in February, 
March, April, May, June, and July of 





1945. The value of each was to be the 
average of its mean quotations on the 
prescribed dates in October, 1947, or in 
1945, whichever was the higher. 


Unquoted Securities 


The value of these securities was to 
be determined by agreement between 
the stockholders’ representative and the 
Minister of Fuel and Power or, failing 
agreement, by arbitration. 


Stockholders’ representatives could ap- 
ply to the Minister for an increase in the 
value of quoted securities, other than 
debentures, debenture stock, and mort- 
gages, if 

(a) the sales of gas in the year 1943, 

1944, or 1945 were substantially 
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lower than in 1938 through war 
damage or any transfer of the pop- 
ulation from any part of the area 
supplied by the company caused by 
circumstances arising out of the 
war, and 

(b) the quotations were lower than 
they would otherwise have been. 


Undertakings Partly Vesting 


HE provisions described above refer 

in the main to companies whose func- 
tion was wholly or mainly to supply gas 
to the public. 

As indicated above, bodies such as local 
authorities were also gas undertakers, al- 
though the supply of gas was not their 
sole or primary function..Similarly, there 
also existed a number of so-called com- 
posite companies which supplied water as 
well as gas. In these cases, nationalization 
did not affect the existence of the under- 
takers but merely transferred those assets 
and liabilities which related wholly or 
mainly to the gas undertaking of the 
undertakers. 

The ascertainment of the assets and lia- 
bilities which vested as being wholly or 
mainly relating to the gas undertaking 
frequently presented some difficulty and, 
failing agreement between the parties, 
could be resolved by the Ministry having 
the control of local authorities, or in the 
case of the composite company, by arbi- 
tration. 

It would possibly be of interest to deal 
with these types of organization sep- 
arately : 


Local Authority Gas Undertakings 


N° stock was issuable for the acquisi- 
tion of gas undertakings from local 
authorities and compensation for the loss 
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of their gas undertakings took two forms. 
First, the area boards to whom the prop- 
erty and rights of local authorities were 
transferred became liable to pay the 
amounts required periodically to satisfy 
the interest and redemption or repayment 
charges on the outstanding amounts of 
loans raised or internal advances made 
for the purpose of financial undertakings. 
The obligation continues until the loans 
are finally discharged. 

Where local authorities had purchased 
gas undertakings by the issue of annuities 
to the stockholders of previous owners, 
the obligations of the authorities to the 
annuitants passed to the area board in the 
same way as the authorities’ obligations 
on the gas loans. Secondly, additional 
compensation amounting to £2.5 million 
was payable by the area boards to local 
authorities under § 29 of the act for the 
severance of their gas undertakings from 
their other activities. 


Composite Companies 


OQ’ the seventeen composite companies 
which owned and operated water 
undertakings in addition to gas under- 
takings, seven served notice on the Minis- 
ter under § 18 of the act, the effect of 
which was that on the vesting date the 
whole of their property, rights, liabilities, 
and obligations vested in the prescribed 
area board, and the holders of the securi- 
ties of these companies were compensated 
by the issue of British gas stock. The re- 
maining ten companies served no such 
notice and the assets and liabilities relat- 
ing to the gas undertakings only passed 
to the area boards. 

In these cases the securities of each 
company as a whole were to be valued on 
the principles laid down for the valuation 
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of the securities of other bodies and the 
values so ascertained were to be allocated 
in the proportion that the average net 
revenue of the gas undertaking bore to 
the average net revenue of the company in 
respect of the last three complete financial 
years before January 1, 1948. Additional 
compensation was also payable to a com- 
posite company for severance at the rate 
of £3. 10s. Od. for each thousand therms 
sold by the company in 1947. 


Holding Companies 


i jon securities of holding companies 

were valued on the Stock Exchange 
basis applicable to statutory undertakers, 
and the assets and liabilities of the hold- 
ing company were transferred to the ap- 
propriate area board. These assets and lia- 
bilities included those of the subsidiary 
companies which passed without further 
compensation although the value of the 
subsidiaries was, of course, reflected in the 
value of the securities of the holding com- 


pany. 


Valuation of Securities 


HE total number of classes of securi- 
ties which were to be valued, includ- 
ing those of composite companies, was 
2,006, comprising 671 debentures, 444 
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preference shares, and 891 ordinary 
shares, representing in all 265,000 holders. 
By vesting date 179 classes of securities 
had been valued and were extinguished on 
that day, and the holders were com- 
pensated by the issue of British gas stock. 
The remaining 1,765 securities (1.¢., ex- 
cluding those of composite companies) 
continued to exist and to be transferable 
until the conversion date for the security, 
when the holders became instead holders 
of the respective amounts of British gas 
stock attributable to those securities. 


The Nationalized Gas Industry 


HE gas industry was the third of the 

fuel industries of the United King- 
dom to pass into national ownership, and 
the form of nationalization imposed upon 
the industry differed from those applied 
to the coal industry by the Coal Industry 
Nationalization Act, 1946, and to the elec- 
tricity industry by the Electricity Act, 
1947. Each act marked a development in 
the method of public control, the effect of 
which was an increasing devolution of 
power from the center. In the case of the 
coal industry, the Nationalization Act 
made little, if any, provision for local or- 
ganization, while the electricity boards 
were mainly distribution agents for elec- 


companies having no statutory powers and possessing no right 


q “NONSTATUTORY gas companies were normally limited liability 


to break open streets and bridges otherwise than by the consent 
of the highway authority. In England and Wales they were 
under obligation to become statutory if, in any year, they had 
sold more than 30 million cubic feet of gas and they were sub- 
ject to tests in respect of gas purity and pressure. These obliga- 
tions did not apply to nonstatutory companies in Scotland, 
which were liable to compulsory purchase by their local 


authorities.” 
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tricity generated by the Central Electricity 
Authority, whose control over the boards 
was in most matters absolute. 

The policy of decentralization was ex- 
tended when the iron and steel industry 
was for a time nationalized, and will be 
applied to the electricity industry when 
the electricity bill at present before Par- 
liament becomes operative. 

In the case of the iron and steel indus- 
try the existing companies retained their 
existence under the control of the public 
corporation established by the National- 
ization Act. 

In the gas industry the emphasis is upon 
the twelve area boards in which the for- 
mer gas undertakings vested. They are 
severally responsible to the Minister for 
the conduct of their business and are, 
therefore, given the powers necessary for 
that purpose. 

' 
IAN the same time Parliament saw the 
need for a central body to represent 
the industry as a national whole, to assist 
area boards, and to be responsible for 
matters which could not be confined to 
any one area. This central body is the Gas 
Council. The council is composed of four- 
teen members; 7.¢., a chairman, a deputy 
chairman, and the chairmen of the twelve 
area boards. The appointments are made 
by the Minister of Power, who likewise, 
appoints the members of the area boards. 

It is the duty of the Gas Council to 
promote and assist the efficient exercise 
and performance by the area boards of 
their functions and to advise the Minister 
on all questions affecting the gas industry 
and matters relating thereto. In addition, 
the Gas Council has special duties in con- 
nection with such matters as research, the 
education and training of staff, and the 


OCTOBER 10, 1957 


establishment and maintenance of ma- 
chinery for the negotiation of wages and 
conditions of service. 

Further, each area board must submit 
to the Gas Council estimates of sums 
which they will require to borrow by the 
issue of British gas stock for the creation, 
issue, and management of which the Gas 
Council is solely responsible, and the Gas 
Council is not to proceed in the raising of 
stock unless it is satisfied that the reorgan- 
ization and development for which the 
moneys will be required are in accordance 
with the general program settled by the 
boards with the approval of the Minister. 


i b> principal of and interest on any 
British gas stock issued to satisfy 
compensation are guaranteed by the 
Treasury, which may also guarantee the 
interest on and the redemption of any 
other British gas stock, or any temporary 
loan raised by the Gas Council or any area 
board. The Treasury must lay before each 
House of Parliament a statement of any 
guaranty given or sums paid thereunder. 

The Gas Council is required to prepare 
a scheme, to be settled with the Minister 
and the area boards, for allocating to the 
boards responsibility in respect of British 
gas stock issued for the purpose of satisfy- 
ing rights to compensation. 

The scheme is to have regard to the 
extent to which the assets ultimately vest- 
ed in the respective boards. Similar pro- 
cedure for allocating responsibility is fol- 
lowed for each subsequent issue of stock 
and for advances from the Ministry. 

The table on page 553 shows the issues 
of British gas stock made since vesting 
date. In addition, during the year 1956-57 
advances from the Ministry of Power 
totaled £24 million. 
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(a) Issued in respect of compensation under §§ 25 and 30 
of the 1948 act, 3 per cent 1990-95 
(b) Issued for purposes authorized by § 42 of the 1948 act, on 
May 5, 1949, 3 per cent 1990-95 
July 12, 1951, 34 per cent 1969-71 
August 7, 1953, 4 per cent 1969-72 
July 14, 1955, 4 per cent 1969-72 





HE Gas Council must maintain a Cen- 
tral Guarantee Fund for the purposes 
only (a) of meeting obligations in respect 


of interest on, or the redemption or re- 
payment of; any British gas stock or any 
temporary loan, or any compensation pay- 
ment due to a local authority which the 
council or any area board is unable tem- 
porarily to discharge; and (b) of repaying 
to the Treasury any payments made by 
them for the purposes of fulfilling any 
guaranty given by them. 

Since the Finance Act, 1956, the Min- 
istry of Power may advance to the in- 
dustry any sum which the Gas Council 
had power to borrow by the issue of 
British gas stock. These advances are re- 
payable over a period of years which for 
the gas industry has been agreed as 
twenty-five years. 

The areas of the area boards are pre- 
scribed by the Minister and within those 
areas each area board has the general duty 
of developing and maintaining an efficient, 





co-ordinated, and economical system of 
gas supply, the development of the effi- 
cient production of coke and of the re- 
covery of by-products. For the purpose 
of discharging these duties, each area 
board is empowered (a) to manufacture 
and distribute gas, and (b) to manufac- 
ture, supply, and sell coke and by-products 
obtained in the process of manufacturing 
gas, coke, or any other solid fuels. In ad- 
dition to these powers, an area board is 
entitled to sell gas and coke fittings and, 
after consultation with the Gas Council, 
to manufacture any plant required by the 
board or by any other area board, and to 
manufacture gas and coke fittings except 
for export. An area board is not, however, 
entitled to manufacture plant or fittings 
unless they are satisfied that the avail- 
able facilities for obtaining such plant and 
fittings at reasonable prices are inade- 
quate. 

The Gas Council is also entitled to 
manufacture plant and fittings and is 
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not subject to such a limitation. In actual 
practice, neither the Gas Council nor the 
area boards manufacture plant or fittings. 

Both the Gas Council and the area 
boards are bodies corporate with perpetual 
succession and a Common Seal and have 
power to hold land without license in 
mortmain. They are “creatures of statute” 
and must therefore confine their activities 
to those functions which they are author- 
ized to perform by the Gas Act, although 
it is provided by that act that they shall 
have power to do anything which in their 
opinion is calculated to facilitate the ex- 
ercise or performance of any of their 
statutory functions or is incidental or con- 
ducive thereto. 

It may be useful to conclude this discus- 
sion with some account of the functions of 
the Minister of Power in respect of the na- 
tionalized gas industry and the rights and 
obligations of gas consumers. 


Functions of the Ministry of Power 


HE Minister of Power is generally 

responsible for the fuel industries and 
it would be his duty to answer in Parlia- 
ment any questions relating to those indus- 
tries in connection with any matter for 
which he is responsible. Responsibility for 
the day-to-day working of the industry is 
upon the Gas Council and the area boards, 
and the Minister does not normally an- 
swer questions in Parliament in respect 
of such matters. 

The power of the Minister over the in- 
dustry is exercised by (i) his right to 
give directions and (ii) powers of dele- 
gated legislation conferred upon him by 
Parliament. 

(1) With regard to directions, the Min- 
ister is entitled under the Gas Act, after 
consultation with the Gas Council, and, 
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where a particular board is concerned, 
with that board, to give to area boards gen- 
erally or to a particular area board, or to 
the Gas Council, such directions of a gen- 
eral character with regard to the exercise 
and performance of their functions as ap- 
pear to him to be requisite in the national 
interest. No such directions have in fact 
been given to the Gas Council or area 
boards otherwise than as to the form of 
their accounts. In addition, the Minister 
may give directions as to the form of the 
annual reports to be made by the area 
boards and the Gas Council and must lay 
a copy of these reports before each house 
of Parliament together with a report 
upon the exercise during the year of his 
functions under the Gas Act, 1948. 

The Minister’s approval is required for 
programs of reorganization and develop- 
ment and he is also to be consulted by the 
Gas Council with regard to general pro- 
grams for research and training of em- 
ployees. The Minister is the sole author- 
ity for testing meters and gas supplies, 
and the examiners of gas and gas meters 
are appointed and employed by him. 

(ii) Parliament has by the Gas Act con- 
ferred upon the Minister powers of dele- 
gated legislation exercisable by the mak- 
ing of orders and regulations. A large 
number of such orders have been made by 
the Minister since nationalization and 
these range over almost every matter with 
which the industry is concerned. In grant- 
ing delegated powers Parliament has en- 
deavored to retain in itself the ultimate 
control. 


HE measure of that control depends 
upon the type of order which the 
Minister is empowered to make in respect 
of any particular matter. Three types of 
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order are referred to in the Gas Act. The 
more usual type of order is said to be 
subject to a resolution of annulment. This 
implies that the order must be laid upon 
the table of both houses of Parliament for 
forty days, and will come into operation 
unless during that time either house passes 
a resolution to annul the order. 

The second type of order which is ap- 
plicable to matters of somewhat greater 
importance requires an affirmative resolu- 
tion and therefore does not come into op- 
eration until a resolution approving the 
order has been moved in both houses of 
Parliament. 

The third order is said to be subject to 
special parliamentary procedure and is ap- 
plicable where the Minister desires to ex- 
ercise such important functions as the 
repeal or amendment of local enactments 
applicable to the gas industry. Where spe- 
cial parliamentary procedure is applicable, 
the order before coming into operation 
must be considered by a joint committee 
of both houses of Parliament. 


HE procedure outlined above with re- 
gard to orders was enacted by the 
Statutory Instruments Act, 1946, and the 
Statutory Orders (Special Procedure) 
Act, 1945. These acts were passed at a 
time when Parliament was seriously con- 
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cerned with regard to the extent to which 
legislative powers had been granted to 
subordinate bodies, an alarm which was 
increased by the attention which was 
directed to the matter by the late Lord 
Chief Justice of England, Lord Hewitt. 

The two acts to which reference has 
been made above represent an attempt by 
Parliament to control the powers which 
it had delegated to subordinate bodies. 


Consumers 


A before nationalization, all owners 

and occupiers of premises within 25 
yards of gas mains are entitled, subject 
to certain conditions, to demand a sup- 
ply of gas. An area board would not, 
however, be under an obligation to give a 
supply for industrial purposes of such an 
amount which would involve an enlarge- 
ment of the distribution system unless 
the consumer was prepared to enter into 
some agreement with regard to the cap- 
ital cost involved. 

Likewise, where the supply is required 
merely for stand-by purposes, the area 
board could impose upon the consumer a 
minimum charge. 

While these rights have survived from 
the prenationalization legislation, the na- 
tionalized industry has ceased to be fet- 
tered with many of the restrictions im- 
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posed upon former gas undertakings in 
respect of price. Obviously, such restric- 
tions as were imposed upon sliding-scale 
and basic price companies could have no 
application to area boards which are not 
capable of paying any dividend. Further, 
no maximum price is imposed, the area 
board being free, subject to what is said 
below, to fix the price of gas in accord- 
ance with ordinary commercial considera- 
tions. Such prices must be published in 
the form of a gas tariff prominently dis- 
played and this tariff must indicate the 
methods and principles upon which the 
prices have been fixed. 


HE structure of tariffs invariably 

presents problems of difficulty and 
importance. A variety of tariffs was in- 
herited by the boards from the former 
undertakers and one of the earliest tasks 
on nationalization was to remove glaring 
anomalies in price and to remedy the posi- 
tion created where former undertakers 
had been running at a loss. 

Such a step was a necessary prelimi- 
nary to the introduction of tariffs uniform 
in structure, as distinct from price, based 
on the general principle that prices must 
reflect the cost of supply. The integration 
of a large number of former undertakers 
in one area board made it possible to ex- 
tend the area throughout which one uni- 
form price was applicable. 

Whereas before nationalization there 
were over a thousand separate undertak- 
ings many of which had several price 
zones, it has now been found possible to 
reduce the number of price zones of 
boards to less than one hundred. 

The application of the principle that, 
broadly, prices should reflect the cost of 
supply involves differentiation between 
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consumers. A popular method of differ- 
entiating is according to volume of con- 
sumption by means of a block tariff, by 
which successive blocks of consumption 
are charged at progressively lower prices. 
This form of tariff is used to some extent 
by all boards; seven boards have one block 
tariff for all purposes, while the other five 
use it only for industrial and commercial 
consumers, domestic consumers having 
the option of a flat rate or a two-part 
tariff. There is no uniformity in the con- 
struction of the block tariffs, the number 
of blocks in a tariff ranging from three 
to 10, while the size of the first block 
varies from 10 therms to 65 therms in all- 
purpose tariffs (larger where domestic 
consumers are excluded). One board 
charges the same price to prepayment con- 
sumers as to credit consumers; most other 
boards increase the price to prepayment 
consumers by adding a supplement of Id. 
or 2d. per therm on the first block of the 
tariff. One board has abolished meter 
rents, but the practice varies in other 
boards. Some boards have a minimum 
charge per quarter. Only one board offers 
a discount to induce prompt payment of 
accounts. 


) special cases area boards may make 

agreements outside the tariffs but 
neither such agreements nor the tariffs 
must show undue preference to any per- 
son or class of persons, nor exercise any 
undue discrimination against any person 
or class of persons. 

The area boards are also by reason of 
the Gas Act directed to secure that their 
revenues are not less than sufficient to 
meet their outgoings properly chargeable 
to revenue account, taking one year with 
another. The meaning of the term “taking 
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one year with another” is not capable of 
generalization but the term obviously in- 
dicates that within a measured term of 
years the area board must sail on an even 
keel. 

The industry has secured a small over- 
all surplus in each of the years sub- 
sequent to nationalization, as indicated in 
the table on page 555. 


iy was, however, appreciated that it was 

necessary to establish some machinery 
to deal with the interests of consumers in 
substitution for the close control over 
prices and dividend formerly exercised 
by the Minister. For this purpose the Con- 
sumers Consultative councils were estab- 
lished. Such councils have been appointed 
for each of the twelve areas and consist 
of individuals appointed by the Minister. 
Some are appointed from panels of per- 
sons nominated from among members of 
local authorities and the remainder con- 
sist of persons who, in the opinion of the 
Minister, represent commerce, industry, 
labor, and the general interests of con- 
sumers of gas. 

The function of these councils is to con- 
sider any matter affecting the supply of 
gas in the area, including tariffs and the 
provision of new and improved services, 
and of considering and reporting to the 
area board on any matter which may be 
referred to them by that board. A Con- 
sultative Council is entitled to make rep- 
resentations to the Minister, and if as a 
result of those representations the Min- 
ister is satisfied that there is a defect in the 
area board’s general plans and arrange- 
ments, he may give directions to that area 
board, although at the present time no 
such directions have, in fact, been given. 

The Gas Act confers on area boards 


powers to open and break up streets 
and bridges for the purpose of laying 
mains and pipes for the supply of gas. 

Subsequent to nationalization, the 
procedure under which bodies, which in- 
cluded electricity boards, Post Office, 
sewer authorities, might open streets was 
standardized throughout the country by 
the Public Utilities Street Works Act, 
1950, which contains provisions adjust- 
ing the relationship of those bodies with 
the various highway authorities of the 
country. 

In particular, this act regulates the cost 
of removing mains and pipes in cases 
where such removal is rendered reason- 
ably necessary by highway improvements. 
For instance, a road-widening scheme 
might well reduce the cover necessary to 
protect subsurface works or have the effect 
of altering the relative position of the 
mains from a position under the footway 
to one under the carriageway. It is gen- 
erally agreed that the removal of subsur- 
face works in such cases to a satisfactory 
position and depth is rightly to be regard- 
ed as part of the highway improvement 
and should be included in the cost of that 
improvement. 


Conclusion 


_—— it may well be that the pos- 
sibility of the transfer of the Ameri- 
can gas industry to public ownership is 
remote, it is thought that the brief account 
of the experience of the British gas in- 
dustry before, during, and after national- 
ization might not be without interest to 
members of the gas industry in America 
and to their legal advisers. 
It will doubtless be appreciated that the 
nationalization of the industry was the 
culmination of tendencies which owed 
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their origin to the early days of the in- 
dustry. From the earlier days of the in- 
dustry there had been some public con- 
trol exercised primarily through Parlia- 
ment and to an extent delegated by Parlia- 
ment to the appropriate Ministry. The 
tendency had been for this control to in- 
crease and to extend to most of the activi- 
ties of gas undertakings. In many respects 
this control had a restrictive influence, 
and the number of inquiries set up by vari- 
ous governments to investigate the affairs 
of the industry is evidence of some dis- 
satisfaction with existing conditions. 


O* nationalization, the theoretical pow- 

ers of the government over the in- 
dustry were increased. Members of boards 
were appointed by the Minister who was 
empowered to give directions as to a wide 
range of matters. These powers have, 
however, been reasonably and sparingly 
exercised, and in practice there are many 
matters, such, for instance, as tariffs, 
where the gas boards today possess less 
restricted powers than those possessed by 
former undertakers. 

The idea of nationalization is also sub- 
ject to the evolutionary process. It may be 
said to have arisen with the direct trans- 
fer of an industry to the state as in the 
case of the Post Office. The next stage 
is seen in the transfer of an industry to 
one central corporation, such as the Na- 
tional Coal Board, without statutory pro- 
vision for local administration. 

A further advance is illustrated by the 
Electricity Act, 1947, which, although 
providing for the establishment of local 
boards, retains an overriding power in the 
hands of the central organization. 
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In the gas industry it is frequently 
stated that the area boards are “autono- 
mous,” the Gas Council’s functions being 
mainly financial and advisory. Such a set- 
up is now to be applied to the electricity 
industry. 

The last experiment, which related to 
iron and steel, retained the existing com- 
panies, transferring only control to the 
central body. 


Re the legal standpoint the effect of 
nationalization has been the codifica- 
tion of the law in the one Gas Act which 
applies to all area boards throughout the 
country. Before 1948 each gas undertak- 
ing was governed not only by several 
Public acts but by a large number of Pri- 
vate acts and Orders, each of which re- 
quired investigation before a legal opinion 
on any matter concerning a gas undertak- 
ing could be expressed. 

The virtual disappearance of this pri- 
vate legislation and the substitution of the 
Gas Act as a code for the industry has 
resulted in a simplification. It has, how- 
ever, failed to overcome the difficulty of 
interpretation not only of the act itself but 
of the large number of orders which have 
been made thereunder. Many questions of 
importance can only be satisfactorily de- 
termined by reference to the courts for 
judicial construction. 

It may well be considered that the in- 
creasing prosperity of the industry in 
spite of the radical changes through which 
it has passed since the Second World War 
is evidence of service which it renders 
to the community and to the tact and abil- 
ity of those responsible for its mainte- 
nance. 
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The Consumer Benefits of Natural 





Gas for Electric Generation 


The natural gas industry has grown and prospered 
through interfuel competition. Within the framework 
of regulation it has endeavored to maintain the vigor 
_ and activity which have characterized it from early 
years. 
By LARRY SHOMAKER* 


VICE PRESIDENT, NORTHERN NATURAL GAS 
COMPANY 


ATURAL gas is a fuel of many uses. 
N Its flexibility and unusually desir- 
able characteristics lend themselves 

readily to almost any use for which energy 
may be required. Indeed, in recent years 
natural gas has even extended its market 
from the traditional one of an energy 
source to a source of raw material. Of the 
many uses—from home, to store, to fac- 
tory—only one has seemed to conjure up 
opposition and objection—the use of nat- 
ural gas as fuel to fire boilers in electric- 
generating stations. The natural gas in- 
dustry has still considerable ground to 





*For additional personal note, see “Pages with 
the Editors.” 





cover to obtain a much needed understand- 
ing of how materially the consumer bene- 
fits from the sale of gas on an interruptible 
basis to electric-generating plants. 

The Black Dog case’ in which Northern 
Natural Gas Company was involved for 
a period of two years represents a cul- 
mination of the efforts made by repre- 
sentatives of the coal interests to prevent 
a pipeline company from adding an inter- 
ruptible generation station load. It is 
probable that in no other similar case 
were the economic factors and public 
benefits so fully explored. It is in the light 





1 Re Northern Nat. Gas Co. (FPC 1955) Docket 
No. G-2409. 
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of this background that the discussion of 
the benefits to the consumers from the 
viewpoint of the pipeline company is 
deemed to be of major interest to all seg- 
ments of the industry, since all segments, 
including the consumer, are directly and 
substantially affected by the existence of 
such loads. 


The Historical Growth of Natural Gas as 
A Generating Station Fuel 


HE increasing importance of natural 

gas in meeting the ever-growing fuel 
requirements of the nation has been 
greatly facilitated by the active co-opera- 
tion of all segments of the natural gas 
industry. Since the end of World War II, 
the total consumption of natural gas has 
more than doubled. At the same time, the 
annual consumption of energy fuels and 
energy from water has risen by only one- 
third. In 1946, natural gas accounted for 
only 14.7 per cent of the total energy con- 
sumed ; in 1956, it accounted for 23.9 per 
cent. The Federal Power Commission has 
certainly played an active rdle in encour- 
aging and furthering this rapid develop- 
ment into an orderly pattern in its regula- 
tion of the interstate natural gas trans- 
mission systems. 

The price advantage of natural gas over 
other fuels, chiefly coal and oil, coupled 
with technical advancements in the field 
of long-distance gas transmission, made 
the use of natural gas economically fea- 
sible in previously unserved areas. The 
construction of transmission systems by 
new natural gas companies and the ex- 
pansion by older companies brought large 
volumes of natural gas into new and ex- 
panded markets. The pipelines were ex- 
panded primarily to serve the domestic 
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space-heating, cooking, and water-heating 
markets. The nature of such loads, with 
a relatively large peak during the heating 
season, made large volumes of gas avail- 
able for industrial use during off-peak 
periods at prices competitive with other 
fuels. The quantities of gas utilized for 
space heating and cooking have more than 
tripled during the ten-year period 1947 
through 1956. Total industrial consump- 
tion was more than doubled. 


HE construction of large-diameter, 

high-pressure pipelines is character- 
ized by extremely large investments, with 
the resulting cost of transporting gas 
consisting primarily of fixed or invest- 
ment costs. As a result of this character- 
istic, each consumer group has benefited 
directly by natural gas service, and each 
group’s consumption has indirectly bene- 
fited the other consumers by contributing 
to the economies of large volume trans- 
mission and distribution. 

For many years prior to World War 
II, the long-distance pipeline companies 
and the distributors were at a tremendous 
price disadvantage in seeking the off-peak 
industrial market. It was not until after 
the war when a favorable price relation- 
ship between gas and other fuels came 
into existence that natural gas companies 
were able to make marked inroads into 
the nation’s industrial market. 

Electric-generating station loads served 
by natural gas reflect this historical de- 
velopment. Pipelines are built to serve the 
maximum-day requirements of the firm 
load which is largely domestic. Most of the 
domestic load is space heating. The domes- 
tic house-heating customer requires the use 
of all of the installed maximum daily ca- 
pacity only a few days out of each year. 





RE Yen ae 








WIS Yen eres nRanrmaey 01 4 





THE CONSUMER BENEFITS OF NATURAL GAS FOR ELECTRIC GENERATION 


Therefore, in order to develop a more effi- 
cient and economic use of the pipeline 
capacity, it is necessary to add additional 
off-peak load that can be interrupted dur- 
ing winter months. This increases the load 
factor of the pipeline by moving large vol- 
umes at times when the pipeline would 
otherwise be only partially loaded. The 
lower unit costs arising from this im- 
proved utilization of facilities will benefit 
the domestic customers. Generating sta- 
tions provide this type of load. Since gen- 
erating stations were located in the same 





market area as the domestic natural gas 
loads, service to generating stations could 
be effected with little or no added invest- 
ment by the pipeline. 

Furthermore, generating station loads 
are particularly suited to rapid and sub- 
stantial curtailment or interruption, such 
characteristics being complementary to 
the domestic load and thus resulting in 
obvious operational advantages. These 
factors, together with the substantial con- 
tribution such loads could make to the 
fixed costs of the system, provided bene- 
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fits to all consumers served from the 
pipeline. : 


mee magnitude of the growth of nat- 

ural gas as a fuel source in generating 
electricity is shown by Chart I, page 561, 
taken from statistics issued by the Federal 
Power Commission. 

Naturally, gas as an energy source for 
electric generation competes with other 
fuels.2 To the extent that the gas indus- 
try could be prevented from attaching the 
generating station loads, then the coal 
industry could obtain additional business 
in areas where coal competes with natural 
gas. It will be noted from Chart I the 
favorable position enjoyed by the coal in- 
dustry during the past three decades in 
supplying the energy for electrical gen- 
eration. The chart indicates that begin- 
ning in 1946 slight inroads were made by 
the gas industry competing for this type 
of business. The coal people have actively 
resisted this gas competition and for sev- 
eral years have taken action by interven- 
ing in opposition to gas transmission com- 
panies seeking FPC authority to add large 
volume interruptible load. 

It is in the light of the above-described 
background that the Black Dog case is set 
forth. 


The Black Dog Case 


— NATURAL Gas COMPANY 

has been delivering large volumes 
of gas to several generating stations of 
Northern States Power Company for 
many years. Northern Natural has for a 





2In some parts of the United States gas is the 
primary energy source and is sold on a firm basis 
for electric generation. The country-wide statistics 
represented by Chart I on page 561 include such 
sales, The analysis in this monograph is not in- 
tended to refer to such sales, but primarily to off- 
peak sales by long-distance pipeline companies. 
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long time been familiar with the electrical 
generation growth of the Northern States 
Power Company. On March 26, 1954, 
Northern Natural executed a gas sales 
contract with Northern States for the 
sale and delivery of interruptible gas to 
the Black Dog power plant located ad- 
jacent to the Twin Cities of Minneapolis 
and St. Paul. Subsequently, on April 19, 
1954, Northern Natural Gas Company 
filed an application with the Federal Pow- 
er Commission for a certificate of public 
convenience and necessity to serve gas to 
the new power plant. 

This proposed sale by Northern in- 
volved industrial off-peak gas of approxi- 
mately 14 million Mcf per year. The pro- 
posed sale was to be made directly by 
Northern to the consumer rather than to 
a distributor for resale to the consumer. 
The facilities to be constructed for the 
service were minimal, consisting of a little 
more than one mile of pipeline at an esti- 


mated cost of $137,000. 


HE examiner’s decision, filed on Au- 
gust 15, 1955, recommended that the 
application for the certificate be denied. 
The reasons are set forth in the follow- 
ing quotations taken from that decision: 


Because applicant can use its present 
gas supply to meet the requirements of 
the general public, it should not be per- 
mitted to dissipate that supply through 
any inferior use such as boiler fuel. 

Moreover, other considerations 
outweigh the alleged saving to North- 
ern States, including the need for con- 
servation; the substantially higher 
prices to be paid for replacement gas, 
which higher prices would be rolled in 
with rates paid by applicant’s utility 
customers; the fact that the sale would 
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Fuel Competition and Natural Gas 


wal ten natural gas industry has developed by competing with other 

fuels as actively as possible. Within our framework as a regulated 

public utility we have endeavored to maximize our income and grow as 

rapidly as economically feasible to meet the demands of the consuming 

public. If in the process of meeting these demands for natural gas we have 

been successful in competing with other fuels in various markets, that is 
no reason to limit our ability to effectively compete.” 





‘be below commodity cost; and the fact 
that the displacement of coal by gas 
would result in a substantial loss in 
revenue to the coal and related interests. 


. After argument on exceptions to the 
examiner’s decision, the commission by 
order issued March 16, 1956, upheld the 
examiner’s decision that a certificate 
should be denied. While there was consid- 
erable discussion on the subject of con- 
servation, the majority of the commission 
denied the certificate on the cost grounds 
that the revenues which would be derived 
from the proposed sale were not adequate 
to recover the costs which would properly 
be allocable thereto. The two commission- 
ers who dissented from the order and one 








commissioner who concurred with the ma- 
jority opinion did not consider gas supply 
an issue in this particular proceeding. The 
implications left in some of the statements 
made in the decision, particularly in the 
concurring opinion, were far-reaching 
enough to allude to a policy of federal 
end-use control of natural gas. 


lh. filed an application for re- 

hearing re-emphasizing the benefits 
to all consumers on Northern’s system. On 
June 30, 1956, the commission reversed its 
initial decision and granted to Northern a 
certificate to make the Black Dog sale. 
The commission stated, “Northern’s ap- 
plication for rehearing pointed out several 
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matters which deserved further considera- 
tion.” 


Limited Nature of Pipeline Sales to 
Generating Stations 


— discussing the merits of pipe- 

line service to generating stations, it 
is desirable to emphasize the limited na- 
ture of the sales pipeline companies make 
to generating stations. Speaking on behalf 
of Northern Natural Gas Company, and 
probably the industry as a whole, what is 
desired is a market for off-peak gas—the 
sale of gas to fill the unused portion of the 
pipeline capacity during the off-heating 
season. This will permit a more effective 
and efficient use of the pipeline—the eco- 
nomics of which will accrue to the bene- 
fit of the ultimate consumer. We do not 
want to serve the full year-round fuel re- 
quirements of generating stations. We do 
not build capacity to serve generating sta- 
tions; instead we want to use the designed 
capacity, which is constructed primarily 
to serve domestic loads during winter 
periods. 

It is true that in accordance with the 
above-described limited objectives the nat- 
ural gas industry has served increasing 
amounts of the electric-generating station 
fuel requirements, as illustrated on the 
chart previously set forth on page 561. The 
increase in natural gas use as a generating 
station fuel has accompanied a substantial 
increase in the requirements of electric- 
generating fuel. The competing coal has 
also increased in use as generating station 
fuel; in fact, even more so than gas. The 
table (page 565) for the seven years of 
1949 through 1955 shows that the coal in- 
dustry continues to receive the lion’s share 
of the electric generation market. 
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Boiler Fuel Sales Benefit the Public 


T° those of us in the pipeline business, 
it seems so obvious that boiler fuel 
sales to generating stations provide sub- 
stantial benefits to the public that explana- 
tions appear unnecessary. Yet, the exist- 
ence of the benefits which are large and 
tangible have been obscured in the smoke 
of obfuscating argument. It is desirable 
to re-establish a proper sense of perspec- 
tive by again setting forth the benefits, 
and when we speak of benefits to the pub- 
lic we mean all segments of the industry, 
to the producers, the pipeline companies, 
the distributing companies, and the ulti- 
mate consumers themselves. 

The problem confronting the pipeline 
company in this regard arises because of 
the nature of the loads served. The tre- 
mendous expansion programs of natural 
gas companies since the end of World War 
II have been designed for the primary 
benefit of the domestic customer. Since 
1949, customers using gas for house heat- 
ing have increased by more than one mil- 
lion a year. It is estimated that the larger 
part of the growth of the gas business in 
the future will continue to be for resi- 
dential heating rather than any other form 
of usage. Thus, the primary beneficiary 
of the pipeline capacity expansion has been 
and will be the domestic consumer. 


HE domestic load is characterized by 

a tremendous wintertime peak. As 
a result, the domestic consumer utilizes 
the pipeline on the average only about one- 
third of the time. This presents serious 
problems from the viewpoint of obtaining 
supplies of gas and of costs. Pipeline op- 
erators and distributors have stepped up 
the search for underground storage areas 
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and for other methods of meeting the 
peaks of the heating loads. But in the 
absence of such alternate methods of meet- 
ing peaks, the flow of gas through the 
pipeline must be increased well above the 
one-third usage of the domestic customer 
if costs of hauling the gas through the 
pipeline are to be kept at economic levels. 
This is a common problem of any trans- 
portation system, whether it hauls coal, 
bricks, wheat, or any commodity—the 
problem of fully utilizing the facilities at 
all times. As an example, freight rates 
would be cheaper on all commodities if 
the railroad cars would be completely filled 
at all times when they are moved from 
place to place—thereby eliminating the 
“deadhead” run of moving empty cars. 


F gegen company must have adequate 

gas reserves to obtain a certificate to 
serve the additional consumers desiring 
gas service, and to obtain financing for the 
expansion to serve such customers. During 
the past few years most of the gas which 
has been available to the pipelines has had 
to be purchased subject to high minimum 
take-or-pay provisions. The pipeline must 
contract to take large quantities of gas 
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throughout the year, especially when gas 
is purchased from gasoline plants. The 
success of a pipeline’s ability to purchase 
gas, particularly under today’s competi- 
tion for supply, is due in large part to the 
very fact that the pipeline can assure the 
producer that he has an expanding market 
which will require substantial takes of gas 
in the summer as well as in the winter. 
Thus, the addition of large off-peak boiler 
fuel loads helps the pipeline obtain addi- 
tional reserves, rather than diminishing 
the gas supply of the pipeline company, 
and has the effect of placing the pipeline 
company in an improved trading position 
with the producers. 


. cost benefits to the public of off- 

peak boiler fuel sales are also substan- 
tial. Although the economies resulting 
from such off-peak sales should be treated 
on a national scale, since it is a nation- 
wide problem that we are discussing, let 
us take a look at the advantages of such 
sales on just one system—that of North- 
ern Natural Gas Company. Since 1950, 
these off-peak sales have contributed over 
$42 million toward the fixed cost of the 
pipeline which would have otherwise 


ELECTRIC ENERGY PRODUCTION BY COAL AND GAS 
1949-55 
(Billions of Kilowatt-hours) 
Increase over Prior Years 


Amount Coal 

Generated Amount Per 
Year C Gas Generated Cent 
1955 301.6 95.3 62.5 97.5 
1954 239.1 93.7 20.2 59.2 
1953 218.9 79.5 23:5 67.5 
1952 195.4 68.5 10.2 46.2 
1951 185.2 56.6 30.7 71.9 
1950 154.5 44.6 19.0 71.4 
1949 135.5 37.0 





Gas Total 
Amount Per Amount Per 
Generated Cent Generated Cent 
1.6 25 64.1 100 
13.9 40.8 34.1 100 
11.3 32.5 34.8 100 
11.9 53.8 22.1 100 
12.0 28.1 42.7 100 
7.6 28.6 26.6 100 


Source, “Consumption of Fuel for Production of Electric Energy”’—1954 publication FPC 
S-119, issued by Federal Power Commission; 1955 data compiled from thirty-sixth annual report 
of the Federal Power Commission, 1956. 





565 





OCTOBER 10, 1957 














had to be paid by the domestic customers. 
This contribution is the difference between 
the actual out-of-pocket cost to Northern 
of making such sales and the revenue that 
Northern received for the sales at the 
town border; it is a contribution to the 
fixed costs of transporting gas through 
the pipeline. Chart II, page 567, shows 
this tremendous contribution to lower costs 
for the domestic customers on Northern’s 
system. 

It should be noted that the amount 
shown does not include additional con- 
tributions to purchased gas costs which 
might have been payable under minimum 
take-or-pay provisions in the absence of 
such loads. In addition, each distributor 
sold to the boiler fuel consumers at a price 
that, conservatively, produced another 
$30 million of contribution to the fixed 
costs of the distribution systems. Without 
the boiler fuel loads, these fixed costs 
would otherwise have had to be paid by 
the domestic consumer. Thus, on one pipe- 
line system alone, since 1950, the boiler 
fuel load has contributed $70 million to 
meeting the fixed costs of the pipeline and 
distributing systems which serve the ulti- 
mate consumers. 


The Fallacies of Arguments by Opponents 


Greene interests seek to deprive the 
consumers of these tremendous bene- 
fits by urging the Federal Power Commis- 
sion to deny issuing the requisite authori- 
zation for the sale of natural gas for elec- 
tric generation. 

The proposition that the commission 
should direct natural gas consumption 
away from low-grade uses toward high- 
grade uses has a lengthy historical back- 
ground. The Natural Gas Investigation in 
1945 and 1946 (Docket No. G-580) thor- 
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oughly covered this area. As a matter of 
fact, the Memphis Natural Gas Company 
case in 1944 (Docket No. G-522) in which 
federal end-use control was a major 
feature, was partly responsible for the 
institution of this industry-wide investiga- 
tion.® 

Federal Power Commission policy in 
this matter of end-use control is not clear 
cut. It is imperative that the logical im- 
plications of any administrative regulation 
encompassing the control of the end use 
of natural gas be clearly understood. 

As indicated previously, the competing 
fuel—coal and those associated with the 
production and transportation of coal— 
would, of course, profit if natural gas 
pipeline companies can be prevented from 
attaching large generating station loads. 
It is evident, however, that the prime 
determinant of any action by the Federal 
Power Commission is the public interest 
and that any problem must be presented 
on such basis. As a result, the concept of 
direct end-use control is generally advo- 
cated in the context of public interest, of 
which a few phrases—superior use as 
contrasted with inferior use, conservation, 
selling below cost—are oft encountered. 


iow the politician who states that he is 
opposed to sin and thereby implies 

his political opponent is not so opposed, 
the end-use advocate attempts to imply 
that the pipeline company opposing end- 
use control is opposed to superior use and 
in favor of inferior use; that the pipeline 
company is opposed to conservation ; that 
the pipeline company believes in selling be- 
low cost. This, of course, is just not so. 
It is desirable at first to comment upon 
the very concept of superior and inferior 
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CHART II 


SAVINGS TO DOMESTIC CUSTOMERS RESULTING FROM SALE 
OF GAS FOR ELECTRIC GENERATION 
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use. Presumably, the concept is that gas 
is a superior fuel; that use of gas as boiler 
fuel in an electric-generating station is 
wasteful because coal can do the job equal- 
ly well; and that, therefore, gas is de- 
meaned by being used where coal can do 
the job equally well. We agree that gas is 
a fuel with superior characteristics, of 
which cleanliness in use and ease in con- 
trol are typical. We agree that coal can do 
the job of generating electricity if cost is 
not considered. By the same standard the 
competing fuel for most uses of natural 
gas does the job as well, or almost as well, 
if cost is not considered. Gas competes with 
electricity for cooking, water heating, and 
in some areas for house heating; yet gas 
used for such purposes is not considered 
as an inferior use. The standards, if there 
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be any, which determine whether a par- 
ticular use of gas is inferior or superior 
have never been clearly defined ; certainly, 
the conclusion should not be one of intui- 
tion or the effect on the private interests 
of those who handle fuels competing with 
natural gas. 


HE conservation argument states that 

boiler fuel consumption of natural 
gas is an inferior usage for a superior fuel, 
and that the limited natural gas reserves 
available in the nation require the con- 
servation of these reserves for superior 
uses. The superior qualities of natural gas 
relate to its peculiar adaptability for cer- 
tain uses, presumably cleanliness in use, 
controlled heating, etc. The superiority of 
natural gas over other fuels for all cate- 
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gories of consumption is self-evident and 
its growth in importance in the past ten 
years is adequate witness to this fact. 

The concept of conservation, as pro- 
pounded by the advocates of end-use con- 
trol, is difficult to comprehend. It is most 
certainly neither a technological nor an 
economic proposition. If anything, their 
concept infers that, given the physical 
characteristics, fuel should be confined to 
the most convenient or beneficial uses re- 
gardless of any other factors. Space heat- 
ing, cooking, and water heating are prob- 
ably the most significant “convenient” 
usages to which proponents would confine 
the use of gas. 

We can all sympathize with the efforts 
to prolong or preserve the natural gas re- 
serves. No one is more interested in sus- 
taining the life of gas reserves than pipe- 
lines and distributors with millions of dol- 
lars invested. But is the limiting of end use 
of gas a sound foundation on which to 
base a policy? We do not think so. We can- 
not agree that gas should be limited to 
only domestic uses. The end-use advocate, 
however, believes it should be. To do so 
would cost the domestic consumers untold 
millions of dollars. These are the very cus- 
tomers the end-use theorists would have 
the public believe they are trying to pro- 
tect. We cannot see how any benefit can 
be derived by the domestic consumer 
twenty or thirty years from now if the 
cost today of the product becomes pro- 
hibitive. 


O' course pipeline companies are 

strongly in favor of the conservation 
of natural gas, but we are in sharp dis- 
agreement with the end-use control ad- 
vocate as to what constitutes conservation. 
Conservation is not the nonuse of gas, but 
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the wise use of gas. Traditionally, con- 
servation measures have been taken to ob- 
tain maximum economic recovery for ir- 
replaceable resources and the sustained 
yield or indefinite life for replacement re- 
sources. For hydrocarbons, this has meant 
the unitization of fields, the establishment 
of allowables based on reserves in place 
and market conditions, the limitations 
placed on gas flaring, and other conserva- 
tion measures. Conservation has not 
meant the controlled consumption of the 
end product by forbidding or proscribing 
certain uses, but rather the wise and 
economic use in a free market. 

Natural gas is the only hydrocarbon 
presently under price regulation. It must 
compete with the unregulated coal and oil 
industries. There are inherent competitive 
disadvantages to the natural gas com- 
panies of being a regulated industry. The 
major disadvantage is the necessity of 
sometimes elaborate and time-consuming 
filings and hearings before an off-peak sale 
can be consummated. Unlike the regulated 
natural gas industry, the oil and coal in- 
dustries can consummate contracts and be- 
gin deliveries within a matter of days or 
at the most weeks. The unregulated indus- 
tries can, if necessary, cut prices over- 
night to displace the off-peak natural gas 
load for industrial use. 


few last concept offered by the end-use 

control advocate to support the pre- 
vention of the sale of gas for boiler fuel 
is that such gas should not be sold below 
cost. Of course, we in the pipeline industry 
agree with the basic concept that no sale 
should be made below cost. But we dis- 
agree sharply with the end-use control 
advocate as to what constitutes cost. It 
should be mentioned that this point was 
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perhaps the major aspect around which 
the Black Dog decision revolved: It was 
basic to the majority decision first deny- 
ing the certificate, and much of the addi- 
tional facts presented in the rehearing ap- 
plication, which led the commission to re- 
verse and grant the certificate, bore upon 
this subject. 

The facts are these: The sale by North- 
ern Natural to Black Dog is an off-peak 
interruptible industrial sale. The only 
costs that could be directly attributed to 
the delivery from the pipeline system are 
the cost of gas purchased, cost of com- 
pressor fuel, and certain other small cost 
elements totaling 13.3 cents per Mcf; plus 
the costs related to the minor one-mile 
connection to the station costing $137,- 
000; a total cost of approximately 14.7 


cents per Mcf. The sales price of North- 
ern Natural equates to 24.4 cents per Mcf 
of natural gas delivered; or 9.7 cents per 
Mcf above the increment cost to Northern 
Natural of rendering the service. Thus, 
this one sale alone contributes $1.3 mil- 
lion annually toward lowering the cost of 
gas to domestic consumers. See Chart III, 
this page. 

The commission initially concluded 
that 26 cents per Mcf was the “com- 
modity” cost of gas delivered, and that the 
sales price would have to be at least equal 
to 26 cents per Mcf if the company were 
to recover “properly allocated” costs. At 
26 cents per Mcf, the sale to the Black 
Dog generating station would not have 
been competitive with coal, and Northern 
could not have made the sale. 


CHART III 


‘ NORTHERN'S SALE PRICE TO BLACK DOG POWER PLANT 
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HE background to the matter is some- 

what lengthy. The Federal Power 
Commission has jurisdiction over rates for 
sales for resale made by pipeline com- 
panies, and does not have rate jurisdiction 
over the sales made directly for consump- 
tion. Thus, in exercising its rate authority, 
the commission has been confronted with 
the allocation of costs between such two 
classes of sales since the early days of its 
administration of the Natural Gas Act. 
During the period from the end of the war 
to approximately 1951-52, the commis- 
sion established an allocation formula 
which has been used rigidly since then. In 
brief, the formula allocates all variable 
costs in accordance with the annual vol- 
umes of gas delivered and allocates the 
fixed costs of transmission one-half in ac- 
cordance with the demands of the respec- 
tive groups, and one-half in accordance 
with the volumes. The fixed costs of gath- 
ering gas, which are substantial for the 
operations of Northern Natural Gas Com- 
pany, are allocated 100 per cent in ac- 
cordance with the volume of gas delivered. 
The 26 cents mentioned by the commission 
as cited above represents the sum of the 
fixed costs and variable costs which are 
allocated in accordance with volume: 13.3 
cents of the 26 cents constituting variable 
costs and 12.7 constituting fixed costs. 


The 50 per cent of transmission fixed 
costs and the 100 per cent of gathering 
fixed costs which go into the resulting 
26 cents are arbitrary or judgment percent- 
ages which are not immutable, but have 
been changed by the commission itself 
during the years of administering the 
Natural Gas Act. The percentages them- 
selves, and the allocation formula, were 
developed at a time when the relative levels 
of natural gas and coal costs were much 
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more favorable to gas than they are today, 
and when the allocation formula ‘‘com- 
modity” cost resultant—the sum of vari- 
able and fixed cost components allocated 
in accordance with the volume of delivery 
—did not exceed the cost of competitive 
fuels. At no time has the commission 
stated that the above-described rigid al- 
location formula measures “actual costs” 
of rendering one specific service. Accord- 
ing to the commission the cost allocation 
formula provides a measure of equity and 
fairness to the jurisdictional sales, and 
equity to jurisdictional sales is the goal 
of the allocation formula,* rather than a 
realistic costing to an individual off-peak 
sale made under severely competitive con- 
ditions. 


5 ews close industrial competitive fuel 

situation experienced for the Black 
Dog sale is not an isolated case on the 
Northern Natural system. It exists 
throughout the system; it exists through- 
out the systems of the distributors served 
by Northern Natural, and, in all probabil- 
ity, is not uncommon throughout the in- 
dustry. Because Northern Natural meets 
this active competition, and still sells gas 
at prices which contribute substantial 
amounts to the fixed costs of transporting 
the gas, it is able to provide natural gas 
for domestic and residential heating and 
cooking at lower rates. 

The commission, on rehearing, properly 
concluded that an allocation of system- 
wide costs was unnecessary. The pricing 
of an inferior, or interruptible service, 
above increment cost but below the aver- 
age cost of service advocated by Northern 





#See “Is FPC Cost Allocation Equitable?” by 
Larry Shomaker, Pusiic UTILITIES ForTNIGHTLY, 
November 6, 1952, Vol. L, No. 10, for more com- 
plete discussion, 
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Natural is hardly novel or revolutionary. 
Barnes, in his Economics of Public Utility 
Regulation, states: 


It will clarify the discussion which 
follows if attention is devoted briefly 
to the functions of price. The first and 
primary function of price is to yield a 
total revenue sufficient to cover the total 
costs of rendering the service. The price 
charged for the individual service 
should be sufficient to cover at least the 
out-of-pocket costs attributable to that 
service. The maximum price for any 
service is set by a value of the service 
to consumers; that is, the utility must 
not charge a price so high that con- 
sumers will cease to utilize the service. 
Within these limits—a maximum set by 
the value of the service and a minimum 
set by the out-of-pocket costs of render- 
ing the particular service—there is a 
range for judgment with respect to the 
specific rate for the service. 


. i ‘HE United States court of appeals for 


the District of Columbia in its June: 


20, 1957, decision in the Black Dog case 
also recognized the validity of testing the 
economics of an individual interruptible 
industrial sale on an incremental cost basis 
when it stated : 


The record also supports the com- 
mission’s finding that Northern Natural 
will derive a net profit from the Black 
Dog sales after the deduction of the in- 
cremental cost of service specifically at- 
tributable thereto. The fact that the pro- 
posed price to Northern States will ex- 
ceed Northern Natural’s established 
commodity charge was a sufficient check 
on the direct evidence upon which the 
finding was based. An allocation of sys- 
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tem-wide costs was unnecessary in the 
circumstances.® 


Many specific illustrations can be found 
of such pricing above increment costs. In 
the electric rates regulated by the Federal 
Power Commission under the Federal 
Power Act, “economy interchanges” be- 
tween electric companies—the sale of off- 
peak energy—on a basis reflecting incre- 
ment costs alone—are almost universal. 
Airlines, hotels, and others provide off- 
season service at substantially reduced 
rates. The margin between an overseas 
air-line ticket during the peak of the tour- 
ist season during the summer and during 
the off-season may amount to as much as 
30 per cent. The cost of luxury hotel ac- 
commodations in Miami during the winter 
peak season may be more than double the 
room charge for the summer guest. 


. every instance where a company’s 
cost structure is heavily weighted 
with fixed investment costs and its ca- 
pacity is only partially utilized at cer- 
tain times of the day or the year, it would 
be foolhardy indeed if the company priced 
itself out of the market through a rigid 
allocation formula. By any standard of 
business logic, if the additional revenues 
from making an additional sale are greater 
than the additional costs incurred in mak- 
ing that sale, then the sale is profitable. 
And where, as in the pipeline industry, the 
company is regulated on an over-all fair 
return basis, the profits of such added sales 
redound to lower the rates that would 
otherwise be paid by those for whom the 
system was constructed. It is the ultimate 
consumer that benefits. 





5 See National Coal Association et al. v. Federal 
Power Commission et al. USCA(DC), No, 13,582 
(June 20, 1957). 
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Conclusion 


—— are built primarily to supply 
the firm requirements of the market. 
Pipeline companies want to supply this 
service as economically as possible. To do 
so the company needs to fill its lines as 
much as possible with loads that will ac- 
complish this purpose. This can be done 
by the sale of gas to large volume inter- 
ruptible loads. Pipeline companies do not 
agree that they sell any gas below cost; 
instead, it has been conclusively proven 
that this is not the fact. 

Natural gas is the only hydrocarbon 
presently under price regulation. It must 
compete with the unregulated coal and oil 
industries. There are inherent disadvan- 
tages in meeting competition occasioned by 
such regulation. Unlike the regulated 
natural gas industry, the oil and coal in- 
dustries can move quickly; they can con- 
summate contracts and begin deliveries 
within a matter of days or, at the most, 
weeks. The unregulated industries can, if 
needed, change prices overnight to meet a 
competitive situation. Illustrative of the 
regulatory burden upon the pipeline com- 
pany is the fact that the period of time 
that elapsed between Northern Natural’s 
original filing of an application to serve 
the Black Dog generating station and the 
time of final authorization was more than 
two years. This statement of elapsed time 
is not intended as a criticism of the Fed- 
eral Power Commission which must 
regulate in the public interest or of its pro- 
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cedures which of necessity are designed 
to protect the public interest. But it does 
point up the fact that when end-use con- 
trol is given serious and sustained con- 
sideration, then the benefits that the large 
volume interruptible loads provide to the 
domestic house-heating customer are de- 
ferred or delayed. 


HE natural gas industry has de- 
veloped by competing with other 
fuels as actively as possible. Within our 
framework as a regulated public utility 
we have endeavored to maximize our in- 
come and grow as rapidly as economically 
feasible to meet the demands of the con- 
suming public. If in the process of meet- 
ing these demands for natural gas we have 
been successful in competing with other 
fuels in various markets, that is no reason 
to limit our ability to effectively compete. 
The President’s Materials Policy Com- 
mission summed up this complex problem 
in the following manner: 


The argument for direct end-use 
control must be tempered by considera- 
tion of the difficulties in the way of a 
rapid development of facilities to extend 
the market to high-grade uses, and the 
contribution of industrial sales in carry- 
ing out part of the costs of such develop- 
ment. There appears to be no economic 
basis for designing curbs on low-grade 
uses that would be more valid and more 
suitable than market forces in guiding 
the gas to the highest-grade use. 





q “(Tus is] an age when almost every group from farmers to 
veterans to businessmen to labor seems to think it can profit by 
creating artificial situations favorable today—but perhaps not so 
favorable tomorrow, when inexorable economic forces have their 


say.” 
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—EDITORIAL STATEMENT, 
The Wall Street Journal. 
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Making Good Use of Gas 


Challenges are old and welcome friends to the members 

of the Gas Appliance Manufacturers Association. The 

versatility of gas, improved appliances and equipment, 

and popular appeal have given a boost to the industry’s 
outlook. 


By CLIFFORD V. COONS* 
PRESIDENT, GAS APPLIANCE MANUFACTURERS ASSOCIATION 


OMEWHERE today, some member firm 
of the Gas Appliance Manufacturers 
Association is delivering to a manu- 

facturing plant a specialized gas burner 
for industrial use. It is a dark, harsh- 
looking piece of equipment, perhaps es- 
sentially a tool to be added to another tool. 
It is not very big, nor very expensive, but 
it will do a tremendous amount of work, 
may be operating night and day, and may 
consume fuel running into hundreds or 
even thousands of dollars per year. 

A few miles away, another GAMA 
member’s product, glistening in chrome 
and porcelain enamel, slides into place in 


*Also executive vice president, Rheem Manu- 
facturing Company. For additional personal note, 
see “Pages with the Editors.” 


a gleaming new kitchen. It is an automatic 
gas clothes dryer and, by using it only 
twenty hours a month, the proud owner 
will free herself from the chapped hands 
and split clothespins of an age-old wash- 
line routine. The utility’s added revenue 
may be the price of a pack or two of 
cigarettes per month—in some places, well 
under the price of one pack. 


HESE two transactions, differing so 

widely in their immediate economic 
impact and in the engineering and sales 
promotion efforts behind them, have a 
great deal in common. In each case the cus- 
tomer is going to make good use of gas— 
better use than ever before possible—and 
is contributing to the mass production and 
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mass distribution economies, making fur- 
ther advances possible for the fuel. 
Essentially, GAMA is devoted to the 
task of helping more people make good 
use of gas in more ways, and of further- 
ing the interests of the manufacturers of 
the appliance and equipment items for the 
production, distribution, and utilization of 
the fuel. It has some 575 member com- 
panies in 19 product divisions and a small 
but highly skilled paid staff headed by 
Harold Massey, managing director. 


a. tasks of these GAMA representa- 
tives, and of the countless member 
company aides who work with them on 
various projects, are seldom simple, and 
vary greatly from one period to the next. 
Only six years ago a very important part 
of the work was helping show the essential 
nature of products as a basis for metal al- 
locations during a defense emergency. To- 
day, with virtually every shortage behind 
us, the association is helping co-ordinate 
certain sales promotion efforts designed 
to narrow the gap between increased 
capacity and temporarily reduced demand. 
“Temporarily” is a loose word, but it 
recognizes the inevitable rise in demand as 
higher postdepression birth rates are 
translated into marriages and household 
formations in the 1960’s. Gas appliance 
and equipment manufacturers cannot just 
coast along until then, and have to grapple 
with many difficulties in the highly com- 
petitive situation immediately at hand. 
Even though gas household appliance and 
equipment items might be said to be doing 
well, on a unit volume basis, by any 
normal standard, the slide from the peaks 
of 1955 and 1956 has serious effects. 
Some of the key figures may be seen in 
the table on page 575, prepared by GAMA 
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after a survey of manufacturers. It com- 
pares 1956 shipments with prospects, as 
of shortly after midyear, for 1957 and 
1958. 

Thus the expectation, generally, is for 
an upturn in 1958, but not enough to carry 
back to 1956 levels. Among items not listed 
in the table, most gas clothes dryer man- 
ufacturers also look for improved sales 
in 1958, and it is anticipated the domestic 
gas incinerator will show an increase of 22 
per cent. 

A very substantial part of the sales dip 
can be traced directly to the decline in 
housing construction. Additionally, there 
is the element of long appliance life, and 
the fact that years of prosperous times 
have blotted up some of the most obvious 
market for items going into home mod- 
ernization and improvement. 

The very factor of product durability 
that helps assure gas utilities a constantly 
rising list of customers, makes the ap- 
pliance manufacturer more subject to 
variations in his sales, despite long-term 
growth trends. 


How® we have in our favor several 

factors denied many others in dura- 
bles fields, and they stem from the dynamic 
growth of the natural gas and liquefied 
petroleum gas industries. GAMA’s pro- 
gram is to help manufacturers make the 
most of these opportunities. 

Great advantages stem from the very 
characteristics of our fuel. It is clean- 
burning, abundant, readily adaptable to 
many automatic controls. It can be trans- 
ported great distances at low cost with 
great reliability, and with economies grow- 
ing as volume increases. It is versatile 
enough to heat everything from a giant 
shopping center to a corner of a cottage. 
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It need not be stored by the user, but can 
be compressed and stored by the distribu- 
tor near the point of ultimate use. 

Secondly, the technical standards gov- 
erning transmission, distribution, and 
utilization of gas are very high, and have 
earned outstanding public acceptance. 
Whether the customer is a housewife look- 
ing for the famed American Gas Associa- 
tion Blue Star seal of approval on a new 
range, or an industrialist staking his en- 
terprise on the availability of vast quanti- 
ties of fuel, there is assurance that words 
will be kept, reputations maintained. 

Third is the fact that despite the giant 
strides in expansion of natural gas pipe- 
lines and utility distribution systems there 
still are millions of prospective customers 
who do not yet have the fuel, or cannot 
yet have it in the quantities they desire. 
Thus we continue to have a strong secular 
growth factor, along with the more com- 
monly shared elements of increasing popu- 
lation, rising living standards, and tech- 
nological advances. 

These basic advantages, to be sure, do 
not exist without accompanying chal- 
lenges, at least for the appliance and equip- 
ment manufacturer. I already have noted 
the temporary market contraction, in line 
with the dip in housing. Let me be quick 
to add here the increasingly important 
generic competition among fuels. 
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ein may be no greater tribute to 
American enterprise than the fact 
that in a fuel-hungry world, where mil- 
lions still shiver and where old women still 
gather bundles of twigs, we find consum- 
ers pressed to decide between two, or 
sometimes among three or four, types of 
energy. Unquestionably our customers 
benefit from this competition; but it has 
its price, and part of the price is the demise 
of the manufacturer who fails notably in 
any phase of his business, be it planning, 
production, finance, or selling. 

In meeting this challenge, GAMA and 
its member companies have been tighten- 
ing the already strong bonds which link 
them to the gas pipeline and utility dis- 
tribution industries and to the distributors 
of liquefied petroleum gas. There is co- 
operation in advertising programs at na- 
tional and local levels, both in broad-based 
efforts and in specialized moves, such as 
those to reach builders, restaurant proprie- 
tors, or industrialists. 

Public relations programs are co- 
ordinated with the selling, production, and 
planning efforts. There is a never-ending 
interchange of information on production, 
shipments, and technical requirements. 
GAMA communicates to its members 
news of export markets as well as those 
on the domestic scene; a pipeline construc- 
tion survey is among its annual projects. 


SALES, IN UNITS 


1956 
Domestic Gas Ranges .......... 2,177,400 
Automatic Gas Water Heaters .. 2,762,100 
Gas Central Htg. Equipment ... 1,095,800 
Gas Direct Htg. Equipment ... 1,700,000 
Gas Vented Rec. Wall Heaters... 325,100 
Gas Floor Furnaces ........... 122,100 





*Consensus. 


Per Cent Per Cent 

Change Change 

1957* 1957-56 1958* 1958-57 
1,977,700 — 92 2,017,400 +20 
2,590,600 — 6.2 2,629,000 +1.5 
952,600 —13.1 1,009,500 +6.0 
1,373,000 —19.2 1,400,000 +2.0 
296,500 — 88 284,600 —.0 
102,200 —16.3 94,500 —7.5 
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The association and its committees deal 
actively with codes and regulations af- 
fecting our business and effective at every 
level of government. 

Our transportation committee, for ex- 
ample, has saved members many thousands 
of dollars in obtaining certain product re- 
classifications for freight shipment pur- 
poses. GAMA has helped chop down a 
forest of unnecessary supplementary ap- 
pliance construction requirements former- 
ly maintained by utilities and municipali- 
ties. It has striven for the widest possible 
gas product inclusion in the loan guaranty 
provisions of federal agencies. 


HERE we have tried and failed, there 

usually is opportunity to rejoin the 
battle later. The best combined efforts of 
manufacturers of gas and electric water 
heaters could not remove the unjust excise 
tax on this item, but we shall keep trying 
to show that these heaters belong with 
untaxed building and plumbing items and 
not with taxed appliances. 

Because gas utilities have such an im- 
portant role in appliance and equipment 
servicing, this is a matter calling for close 
co-operation between GAMA and AGA. 
Manufacturers’ responsibilities include 
seeing to it that necessary parts will be 
available, and this is another sphere in 
which it can be said that we have done a 
fine job for the consumer. Our products 
last a long time and usually need little or 
nothing in the way of replacement parts. 
What they do need almost always is at 
hand. 

However, an appliance can be quite ob- 
solete even though in perfect operating 
order. When it continues to be used, the 
particular manufacturer, and the gas in- 
dustry generally, can suffer, because the 
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user, illogical as it may be, compares the 
old item of one species with a brand-new 
one of another. 

The same sort of comparison—damag- 
ing though unfair—may be made when a 
consumer first experiences use of a gas 
item of smallest size, fewest features, and 
minimum quality, then is introduced to 
something near the top of a competing 
line. This may happen when young couples 
begin married life in rented quarters, then 
shop for furnishings for their own home. 

Thus there is a tremendous amount of 
logic in the programs of AGA and its 
member utilities to upgrade customers’ ap- 
pliances and equipment. GAMA and its 
various divisions have such programs of 
their own, and help push those of others. 


N this connection, AGA is studying a 
revitalized program for the “CP” or 

de luxe quality range, and Pacific coast 
manufacturers and utilities are working 
on a proposed “CP Plus 3” promotion. 
Modern gas ranges have so many improve- 
ments in the way of style and colors, auto- 
matic controls, automatic ignition, provi- 
sions for easy cleaning, and special 
features, such as rotisseries, that there 
is every justification for accelerated re- 
placement schedules. GAMA puts this 
high on its list of objectives. 

Each of the other classifications in the 
gas appliance and equipment family pre- 
sents its particular type of sales challenge 
and opportunity. The water heater is be- 
ing made to handle more and bigger jobs. 
New features and automatic controls help 
upgrade direct heating lines. In the indus- 
trial field, utilization engineering and fuel 
pricing assume dominant roles. 

Despite the swift rise in popularity of 
the gas clothes dryer, that appliance still 








si 
W. 
ga 
ve 
fa 
to 











has a wide-open field. As of the end of 
1956 there were some 36 million residen- 
tial customers for utility and LP-gas, but 
the total number of clothes dryers in use, 
gas and electric, was under 6 million. 

The household gas incinerator has 
tapped a still smaller percentage of its 
potential. Important advances in new 
models and additional utility sponsorship 
add greatly to growth prospects. 

We feel sure there will be new large- 
volume additions to the list of household 
gas appliance and equipment items as re- 
search and product development projects 
of individual manufacturers and utility 
units bear fruit. The remarkable growth 
of gas house heating affords a constant 
spur to such efforts, and by no means only 
because of the desire for load-balancing 
air conditioning. 


Or= a utility is serving a home with 
enough gas for heating, it usually is 
a matter of simple and relatively inexpen- 
sive piping extensions to bring the fuel to 
whatever place in the dwelling additional 
gas-consuming items are desired. When 
venting is necessary, a wider choice of 
factory-made equipment now is available 
to simplify and speed up the task, at 
modest cost. 

Just as utilities have a vital stake in the 
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efficiency and style of gas appliance and 
equipment products, so the manufacturers 
of these items have the most urgent inter- 
est in the operating cost economies made 
possible by multiple uses of gas in the 
home. Both are greatly concerned with 
trends in home design, and indeed are 
helping shape such trends, as witness the 
thousands of homes almost “built around” 
compact utility rooms. 

It helps greatly to have each manu fac- 
turer and distributor of gas appliances and 
equipment understand and appreciate gas- 
consuming items that may be outside his 
own line. GAMA helps meet this need. 
New materials and technical applications 
often are useful for a wide range of prod- 
ucts. Or they may be used first on some 
lines and then be adapted to others. 


HE gas utility industry is adding new 
customers at the rate of a million a 
year and house-heating customers at better 
than 1.2 million a year, and the LP-gas 
industry is continuing its dynamic growth. 
The opportunities for sale of all gas ap- 
pliance and equipment items are widening 
at a time when consumer incomes are at 
a peak and families more concerned than 
ever with improving their homes. 
GAMA will help them make good use 
of an ever-increasing supply of gas. 





al ee growth of the natural gas industry has been one of the 
outstanding economic sagas of the postwar period... . 
There appears to be no indication that the demand for this eco- 
nomical and efficient fuel will slacken. However, the industry is 
facing challenging problems as it continues to expand. Continued 
FPC regulation of independent gas producers could lead to a de- 
cline in new discoveries of natural gas. This may be combatted to 
some extent by increased pipeline company exploration, but a 
shrinkage in reserves would ultimately have the effect of putting 
gas in short supply and raising its price. The problems do not 


appear insurmountable . . . 


—Excerpt from Business Comment, published by 
The Northern Trust Company. 
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Public Ownership in the 
Gas Utility Field 


The number of municipally owned gas systems across 
the nation doubled between 1950 and 1957. Government 
ownership in the gas business is no longer a purely 
academic topic. It not only exists but appears to be 
growing. 
By FRANK C. SULLIVAN* 


S gas executives of the nation for- 
gather this year at St. Louis, Mis- 
souri, for the annual convention of 

the American Gas Association, the skies 
over their industry’s horizon seem bright 
with promise. 

Demand for their “miracle fuel” con- 
tinues insatiable and every passing day 
brings more and more consumers onto 
their distribution lines; capital funds for 
construction and betterments are not easy 
to come by in a tight and highly competi- 
tive money market but, by paying more 
and working harder, they manage to keep 
fairly abreast of incessant capital de- 





*Public relations director, Southern California 
Gas Company. For additional personal note, see 
“Pages with the Editors.” 
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mands; there is hardly ever enough gas 
to go all the way around after domestic 
and firm industrial consumption is satis- 
fied, but more is on the way; the problem 
of compensatory rates has been, and prob- 
ably will remain, a constant source of con- 
cern and there is always the competitive 
fuel situation to buck. 


B” these are hardly new or novel head- 
aches; like an intermittent migraine, 
they intensify or diminish, according to 
circumstances, and the gas executive has 
learned—if not to conquer all simul- 
taneously—at least to live amicably with 
them and therefore become conditioned to 
their existence. 
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As the gas men met in annual conclave 
to compare notes, much of inspiring im- 
portance remained on the credit side. They 
could tot these up with a full measure of 
satisfaction and a sense of pride in the 
industry’s achievements which has in it 
no vestige of immodesty. They had served 
their nation and its people well during a 
critical period of history, where aggressive 
imagination, a determination to accom- 
plish and a willingness to risk were re- 
quired to supply their product for a grow- 
ing market. 

These qualities they had furnished in 
full measure. 


— the fertile plains, under the 
unplowed loam of remote valleys, 
over deserts, and through the hard scrab- 
ble of mountain shale ran a national net- 
work of pipelines carrying gas from where 
it lay in the ground to where they wanted 
it to be, and great plans for greater net- 
works were in the making. At the flick of 
a finger, the housewife thousands of miles 
away from the source of this genie of 
modern times, puts it to work for her, 
hardly knowing that she is the recipient 
of a miracle more wondrous than any 
worked by Aladdin with his lamp. 
Industries expand; turbines roar; com- 
pressors pound—as gas goes to market. 
From 1953 to 1956, the gas industry 
spent $5.3 billion for gas construction. 
During the period 1957 to 1960 an addi- 
tional $8.7 billion will be expended for 
the same purpose, with $3.9 billion of this 
amount scheduled for gas transmission 


purposes. 

These figures, reflecting both purpose 
and muscle, and announced by AGA last 
July 7th, reportedly astonished the nation, 
and particularly a portion of it residing 
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in Washington, D. C., where, through cus- 
tom and predilection, they are somewhat 
inured to hearing large figures bandied 
about, but where, too, a vocal minority 
entertain ideological doubts regarding the 
ability of private enterprise to do any job 
as competently or speedily as govern- 
ment. 

Aside from these past and proposed 
expenditures, the record discloses that at 
the end of last June, natural gas common 
stocks were 11 per cent higher than a year 
ago and annual dividend payments, aver- 
aging $1.91 per share, were 9.8 per cent 
higher. This, in the face of regulatory 
lag on earnings in several quarters, and 
rates of return not always in the most ade- 
quate areas of the “zone of reasonable- 
ness.” 


A the industry was doubtless heart- 

ened, too, by the prediction of Lyon 
F. Terry, vice president of the Chase Man- 
hattan Bank, who said in July, 1957, that 
the nation’s total future supply of natural 
gas can be reasonably estimated at a mini- 
mum of 1,200 trillion cubic feet. 

He continued with a warning that “the 
day of surplus gas and cheap gas is over” 
and concluded that “from here on, the 
consumers will have to pay the increasing 
costs of the producers and explorers who 
will need to be accorded sufficient profit 
and freedom of action to stimulate them 
to continue exploring for new reserves of 
natural gas.” 

The view expressed by Mr. Terry with 
regard to the necessities of the producers 
and explorers might be applied, with equal 
veracity, to the needs of the transporters 
and final distributors—once the gas is 
available, for they, too, require sufficient 
profit and sufficient freedom of action to 
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permit them to do the job that has to be 
done. 

But, on the whole, the industry is 
burgeoning—and if one or several capi- 
tal, operating, or supply problems develop 
here and there to throw a shadow on the 
sun, they, too, will pass as a summer 
shower which clears the air and settles the 
dust. 

Therefore, the reasonable observer, 
speculating on the future, and bearing in 
mind the past, would feel compelled to 
conclude that, barring the unforeseen and 
the unpredictable, the industry would take 
care of itself, its customers, and its in- 
vestor-owners and, by doing so, serve the 
public interest in the highest and finest 
sense. : 


A’ yet, with all this splendid record 
of achievement, and conceding that 
the future appears to forecast an era of 
even greater achievement containing prob- 
lems which can be met and overcome, there 
is one disquieting development which can 
neither be overlooked nor underestimated. 

The farsighted among the gas men— 
and there are many of these—regard this 
as a dark smudge on an otherwise alluring 
picture. 

As of July 1, 1957, there were 487 
municipally owned gas systems across the 
nation—an increase of 287, or nearly two 
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and a half times the number of such 
municipally owned systems in existence in 
1950, a little more than six years ago. 

And twelve years ago—in 1945, there 
were 86 municipally owned systems. 

Thus, the subject of public ownership 
and distribution of gas—once a topic for 
speculative discourse on many a college 
campus akin to interplanetary travel—has 
moved beyond the phase of the fanciful 
into the area of harsh and indisputable 
reality. It exists. Not only does it exist 
but it appears to be growing. How did it 
happen? What’s being done about it? 
What does it portend? 

These are a few of the questions which 
immediately occur. Once the analyst be- 
gins to examine the record—to sift for 
causes and to scrutinize effect—once he 
begins to ponder over the rather imposing 
stack of reports from the public relations 
folk of AGA, to study the views of men 
such as Robert C. Hayes, vice president 
and executive director of the Association 
of Washington Gas Utilities, Seattle, 
Washington, who is daily fighting the bat- 
tle against municipal encroachment; of 
James J. Diesing, public relations director 
of the Kansas-Nebraska Natural Gas 
Company, Inc.; of Vincent R. Fowler, 
vice president, Bozell & Jacobs, New 
York; James M. Beall, public information 
director of AGA—and others who are 


“Or the 487 municipal gas systems now functioning in the coun- 
try, the record indicates that 337 have revenues in excess of 
$25,000 annually. These 337 serve some 1,782,778 customers, 


as compared to 29,536,600 served by all gas utilities. The mu- 
nicipals had total revenues from sales to ultimate customers last 
year aggregating $206,981,000, whereas the similar sales of 
the private gas utilities totaled $3,853,062,000 compared to total 


gas industry sales.” 
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PUBLIC OWNERSHIP IN THE GAS UTILITY FIELD 


cognizant of the public ownership threat, 
he begins to detect the threads in the pat- 
tern. 


B**: to any understanding of what is 
going on must be the realization— 
hard though it be to accept—that a sur- 
vey of public opinion in this country, taken 
at any time and any place, will disclose a 
hard core of those who believe that gov- 
ernment should not only regulate investor- 
owned public utilities, but own and op- 
erate them as well. 

This view begins to manifest itself 
among seniors in high schools—who, ac- 
cording to certain studies, have shown a 
woeful lack of understanding regarding 
private enterprise, corporation profits, and 
investor ownership. 

It continues on to the voting public. It 
is there—lying just below the surface, 
ready to respond and burst into flame if 
the proper fan is applied. This liking for 
big governmerit—and for social owner- 
ship—waxes and wanes according to con- 
ditions; sometimes the trend line is down, 
sometimes it turns upward, with usually a 
safe majority on the side of private enter- 
prise. But among the lowest-income groups 
the liking for big government is strongest, 
and it exists with some tenacity in the less 
skilled occupations, among union members 
and college teachers. 

If to these survey findings you add the 
further fact that opinion probings reveal 
a goodly portion of the consuming public 
thinks that about all that is required to dis- 
tribute gas is to “stick” a pipe into the 
ground, you begin to appreciate the rea- 
sons which motivate gas men unwilling to 
accept developments in the area of public 
ownership of gas with complete com- 
placency. 


oo studies of the gas and util- 
ity customer have developed informa- 
tion on other interesting aspects of the 
public psyche. 

For example, he has the view that utili- 
ties, selling something which he considers 
basic to life, are somehow treating him 
unfairly if they make a profit out of their 
service. In purchasing gas or electricity, 
he resents what he regards as lack of 
freedom to choose. He feels—the survey 
experts say—that he must deal with the 
local gas or electric company, and this 
fancied compulsion arouses his inner op- 
position. Add to this the fact that he takes 
his service for granted—until he does not 
get it; that he chafes over the knowledge 
that he is never finished paying for his gas 
or electric service; that neither gas nor 
electricity represents a tangible something 
in his mind and that he considers a utility 
a monopoly, with persistent, although pos- 
sibly unconscious sinister connotations 
lurking in the corridors of memory from 
the Insull days. He does not understand 
the factors relating to fuel competition. To 
his mind, nothing is added to gas or elec- 
tricity by manufacture; ergo, good serv- 
ice and low rates are owed to him by the 
gas or electric utility. 

Now the foregoing does not necessarily 
come as news to public relations folks in 
either the gas or electric industries. They 
are thoroughly aware that buried deep in 
the minds of many of their customers 
these thoughts, as revealed by surveys, 
exist ; and every day they work assiduously 
in one way or another to combat and over- 
come such underlying attitudes. 


| i is mainly because the utility stands in 
a potentially delicate public situation 
that the practice of public relations in the 
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Unity in the Gas Industry 


— before has such close-knit unity among gas industry public 

relations executives existed, and this has largely been due to the 
efforts of AGA leadership. And perhaps never before has such conscious 
and effective work in the field of public relations been undertaken at the 
local level. These efforts are all to the good. They offer evidence that 
throughout the industry there is an understanding of the stakes, and an 
awakening, as though to silver notes of a trumpet which heralds both a 
challenge and an opportunity. Therefore, let no one assume that the issue 

has been lost by default.” 





gas industry has moved forward apace 
within the past few years to where today 
well-devised programs are being diligently 
prosecuted on all levels—national, state, 
and local. 

But, with a knowledge of these cus- 
tomer attitudes as revealed in depth mo- 
tivation soundings, it becomes quite easy 
to understand at least part of the reason 
for the rash of municipally operated gas 
systems which has broken out in the 
nation. 

And it becomes equally easy to under- 
stand how it is that Title II of the Public 
Housing Amendments of 1955, with its 
“pie in the sky” implications ; and the siren 
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songs of certain Midwest bond houses and 
engineering firms falling sweetly upon the 
ears of city fathers pining for their own 
gas systems, could cause trouble. 

Of the 487 municipal gas systems now 
functioning in the country, the record in- 
dicates that 337 have revenues in excess 
of $25,000 annually. These 337 serve some 
1,782,778 customers, as compared to 29,- 
536,600 served by all gas utilities. The 
municipals had total revenues from sales 
to ultimate customers last year aggregat- 
ing $206,981,000, whereas the similar 
sales of the private gas utilities totaled 
$3,853,062,000 compared to total gas in- 
dustry sales. Thus, as far as total sales 
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went, the 337 municipals only shared 5.4 
per cent of what was available, but if we 
forget the 5.4 per cent and think instead 
of the $206,981,000 we are forced to ad- 
mit that, even in these days of large 
figures, that still isa powerful lot of money 
to be going into a socialistic operation— 
an operation which has all the earmarks 
of being embarked on quite an expansion 
program. 


Fe the record, it might be profitable to 
list the states wherein municipal gas 
systems exist, as well as the states which 
so far have none. 

As of July 1, 1957, the score was as 
follows: 

New England, total of 5, with 4 in 
Massachusetts, 1 in Connecticut, and none 
in Maine, New Hampshire, Rhode Island, 
or Vermont. 

Middle Atlantic, 4, with 2 in Pennsyl- 
vania and 2 in New York, none in New 
Jersey. ; 

East North Central, 37, with 17 in II- 
linois, 10 in Indiana, 4 in Michigan, 6 in 
Ohio, and none in Wisconsin. 

West North Central, 49, with 9 in Iowa, 
19 in Kansas, 7 in Minnesota, 4 in Mis- 
souri, 7 in Nebraska, 3 in South Dakota, 
and none in North Dakota. 

South Atlantic, 91, with 12 in Florida, 
57 in Georgia, 1 in Maryland, 6 in North 
Carolina, 11 in South Carolina, 4 in Vir- 
ginia, and none in Delaware, West Vir- 
ginia, and District of Columbia. 

East South Central, 163, with 76 in 
Alabama, 21 in Kentucky, 26 in Missis- 
sippi, and 40 in Tennessee. 

West South Central, 118, with 6 in 
Arkansas, 52 in Louisiana, 19 in Okla- 
homa, and 41 in Texas. 

Mountain states, 14, with 5 in Arizona, 
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3 in Colorado, 1 in Montana, 5 in New 
Mexico, none in Idaho, Utah, Wyoming, 
and Nevada. 

Pacific coast, 6, with 5 in California, 1 
in Washington, and none in Oregon. 

At the moment, therefore, it appears 
that only 14 states out of the total have 
not yet succumbed. 


T° August, 1955, a $100 million revolv- 

ing fund was established by the gov- 
ernment under terms of Title II of the 
Housing Act, the fund to be administered 
by the Federal Housing and Home Fi- 
nance Agency. 

To be eligible for a loan from the fund 
a community must be of less than 10,000 
population, and unable otherwise to 
finance new or enlarged municipal gas, 
water, or sewer systems. 

The language of the act establishing 
the size of the municipality eligible for a 
loan says that the Administrator “shall 
give priority” to applications of smaller 
communities, and such communities are 
defined as follows in § 202, subsection (c) 
of the act: 


As used in this section, a “smaller 
municipality” means an incorporated or 
unincorporated town, or other political 
subdivision of a state, which had a 
population of less than 10,000 inhabi- 
tants at the time of the last federal 
census. 


It is interesting to reflect on the lan- 
guage quoted here—both as to “priority” 
and size of city, since some legal counsel 
are of the opinion that by this language 
the door actually may be open for loans 
to larger communities at the option of the 
Administrator. If such is the case they 
forecast that the results could be as serious 


OCTOBER 10, 1957 


PUBLIC UTILITIES FORTNIGHTLY 


as those which have developed under the 
rural electrification program. 

The AGA, whose public relations ex- 
perts have watched the growth of the mu- 
nicipal gas program over the past few 
years with a coldly speculative eye, report 
that the first loans made under Title II 
for municipal gas distribution were au- 
thorized last May. Three were granted— 
all for 30-year period revenue bonds, 
carrying 43 per cent interest. 

The loans were made to South Pitts- 
burgh, Tennessee, $700,000; Wilton, Ala- 
bama, $50,000; and Lamar county, Ala- 
bama gas district, $680,000. Two loans 
were refused—one for Corytown, Ken- 
tucky, amounting to $110,000; and the 
second for Double Springs, Alabama, for 
$365,000. 

The report is that other loan applica- 
tions are on file but the federal agency has 
adopted the policy of withholding in- 
formation on either applicants or loans 
until action has been taken on them. 


. rn of Title II lies less in the 
area of what it has done than in the 
area of what it may do in the future. 

With $100 million of government 
money at hand—and with the possibility 
that a new administration and a new Ad- 
ministrator might have stronger philo- 
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sophical leanings toward public owner- 
ship than the present authorities, the ap- 
plication of the provisions of Title II 
might well spell more serious difficulties 
for investor ownership of gas than has 
been the case until this moment. 

As a matter of cold fact, however—de- 
spite the publicity furor that attended pas- 
sage of Title II back in 1955—municipal 
and public ownership of gas has managed 
to get along very well without its as- 
sistance. Their strongest growth has oc- 
curred mainly along the routes of pipe- 
lines in the southern states, and in the 
TVA area, and in districts considered 
economically unfeasible for the extension 
of investor-owned gas service. 

In this connection, it is of interest to 
remember that REA came into being in 
1935 to encourage local co-operatives to 
provide electricity for farms in “thin” ter- 
ritory where risk capital felt it unwise to 
venture. In 1936, REA was made a 
permanent agency of government and up 
until June 30, 1954, had made loans total- 
ing $2,885,932,099. Although the 1954 
figures are the latest available, they fur- 
nish irrefutable evidence—if evidence 
were required—that socialistic govern- 
ment agencies grow to become huge, well- 
rooted oaks from  innocent-appearing 
acorns. 


. a survey of public opinion in this country, taken at any 
time and any place, will disclose a hard core of those who be- 
lieve that government should not only regulate investor-owned 


public utilities, but own and operate them as well. This view 
begins to manifest itself among seniors in high schools—who, 
according to certain studies, have shown a woeful lack of un- 
derstanding regarding private enterprise, corporation profits, 
and investor ownership. It continues on to the voting public.” 
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PUBLIC OWNERSHIP IN THE GAS UTILITY FIELD 


| meeg into the reasons why, for ex- 

ample, Alabama has shown a surpris- 
ing growth in the number of municipal 
gas systems indicates that perhaps the 
main one was that many communities sub- 
sequently establishing their own systems 
were apparently outside what was deemed 
to be economically profitable franchise 
areas of Alabama private utilities. 

But along with this reason, another one 
existed importantly in the minds of many 
of the cities—and that was the very prac- 
tical one based on hope of additional reve- 
nues for city coffers. A third reason—cited 
by only a third as many cities as those 
who hoped for revenue, was public con- 
venience. 

The writer is indebted to Mr. Hayes of 
the Association of Washington Gas Utili- 
ties for a comprehensive report on the 
status of public ownership of gas in his 
territory, as well as a penetrating analysis 
of how the cities there were “sold” on the 
idea. ; 

He says that during the period 1951- 
54, when it seemed that natural gas would 
be available in the state of Washington 
within a few years, ten cities and towns 
voted authorization for the revenue bonds 
necessary to enter the municipal gas busi- 
ness. 

These municipalities were Ellensburg, 
Mount Vernon, Marysville, Moses Lake, 
Enumclaw, Buckley, Winlock, Ephrata, 
Quincy, and Soap Lake. 

Of this roster, Ellensburg, with 8,750 
population and second largest of the 
group, is the only one that is actually in 
municipal operation. Gas was turned into 
the Ellensburg system last January but so 
far it has only about eighty-three cus- 
tomers, although 811 service lines have 
been laid. Concluding its plans before the 


present “tight money” and high interest 
rate period, Ellensburg sold its bonds at 
an effective interest rate of 4.706 per cent. 


n= LakE, with 9,053 population, 

largest of the group of ten; Enum- 
claw, 2,903 population, and Buckley, with 
3,325, have sold their bonds, awarded con- 
struction contracts, and hope to have mu- 
nicipal gas by the fall of 1957. In each 
case, they deferred selling bonds as long 
as possible in the hope that interest rates 
would lower; they finally sold at an effec- 
tive rate of 5.74 per cent. 

Winlock, population 995, still has its 
bonds pending, the principal deterrents to 
proceeding being high interest rates and a 
lingering question as to whether the proj- 
ect is feasible in fact—as well as the initial 
theory. 

Ephrata, population 8,000; Quincy, 
population 2,710; and Soap Lake, popula- 
tion 2,850—hard by the public power 
project of Grand Coulee dam and hence 
presumably subject to its ideological in- 
fluence—would prefer private gas utilities 
to serve them but are prepared to establish 
their own systems with bond authoriza- 
tions in case there is no franchise ap- 
plicant. 

Mount Vernon, population 6,000, and 
Marysville, population, 2,693—last two of 
the ten—have reversed their positions and 
have awarded franchises to private gas 
companies. The people voted the reversal 
in Mount Vernon, the town council in 
Marysville. Gas service in Mount Vernon 
is provided by Pacific Natural Gas Com- 
pany, while Washington Gas Company 
expects to have service in Marysville later 
this year. 

Mr. Hayes has this to say regarding the 
Washington state situation: 
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Reasons for Public Ownership 


CCN seeking farther afield for the reasons which prompt the move to- 

ward public ownership, the inquiring analyst does not go far before 
crossing the trail of sundry financial houses and engineering firms. Their 
names crop up here and there in newspaper stories and articles, in case 
histories by gas public relations men of campaigns lost or won, in accounts 
of what has happened in Alabama, Idaho, Washington, and Nebraska. At 
times, when the reports come in from gas men, it is easy to detect a note 
of bitterness in the recital of how one or another bond firm, or engineering 
company, painted too rosy a picture of net revenues accruing to the mu- 
nicipality, or recommended a far too comprehensive grid of distribution 

lines for the territory to be served.” 
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Most of the cities that still are con- 
sidering municipal gas operations are 
considerable distances from the trans- 
mission pipeline, and in other respects 
have not been considered economically 
feasible areas by private distribution 
companies. This has made it difficult to 
oppose their municipal propositions ef- 
fectively because the cities and towns 
have had no other alternative method 
presented to them. 

For example, the Columbia basin 
cities of Moses Lake, Ephrata, Quincy, 





and Soap Lake originally would have 
required a minimum 44-mile supply 
lateral to bring gas to the city gates, 
at a cost of nearly $1 million. Now that 
Pacific Northwest Pipeline Corporation 
has applied for a FPC certificate to 
serve Utah-Idaho Sugar Company, a 
pipeline lateral will be brought within 
a few miles of them. 

While this makes Moses Lake’s im- 
pending municipal operation more fea- 
sible financially, it also has stimulated a 
private company to seek franchises from 
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the remaining cities in the area. On the 
other hand, Mount Vernon, which went 
private after having voted once to go 
municipal, is within a few miles of the 
pipeline and has a potential industrial 
load that made it attractive to a private 
company to seek the franchise. 


From Mr. Hayes’ observations, it is 
plain that economic considerations, from 
the city’s point of view, or the private 
company’s, have a great deal to do with 
whether the people of a small city support 
public or investor ownership. 


te seeking farther afield for the reasons 
which prompt the move toward public 
ownership, the inquiring analyst does not 
go far before crossing the trail of sundry 
financial houses and engineering firms. 

Their names crop up here and there in 
newspaper stories and articles, in case his- 
tories by gas public relations men of cam- 
paigns lost or won, in accounts of what has 
happened in Alabama, Idaho, Washing- 
ton, and Nebraska. 

At times, when the reports come in from 
gas men, it is easy to detect a note of bit- 
terness in the recital of how one or an- 
other bond firm, or engineering company, 
painted too rosy a picture of net revenues 
accruing to the municipality, or recom- 
mended a far too comprehensive grid of 
distribution lines for the territory to be 
served, 

Mr. Hayes says that, with the exception 
of one Washington city, the idea of mu- 
nicipally owned gas systems did not origi- 
nate with municipal officials. 

“It was promoted by a combination of 
bond houses and engineering firms who 
profit by financing and engineering fees,” 
he writes. 
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“Their operations followed a fixed pat- 
tern. They told the town councils that 
natural gas would provide needed reve- 
nues for the city. In their feasibility re- 
ports, they predicted 45 per cent satura- 
tion the first year, and up to 90 per cent 
saturation in the ninth year. This is in 
contrast to 20 per cent first-year satura- 
tion and a maximum of 55 per cent ninth- 
year saturation generally projected by in- 
vestor-owned gas companies. Part of the 
promoters’ high saturation estimate was 
accounted for by designing grids to cover 
the whole town, regardless of population 
density or other economic criteria. Since 
their engineering fee is a percentage of 
construction costs, the engineer promoters 
would make more money on the larger, 
though less economical, distribution grids. 


74 O* the basis of these rosy saturation 

estimates, the promoters forecast 
low rates to consumers and high profits for 
the cities. These high saturation figures 
are essential to justify the low rates pro- 
posed. 

“But if the anticipated volume does not 
materialize, the municipal system will be 
in financial trouble. However, by that time 
the engineers will have collected their fees, 
and the bond houses will have sold the 
bonds. 

“Mayors and town councilmen, most of 
whom are not too familiar with large 
financial and engineering matters, ac- 
cepted the promoters’ reports at face 
value, without understanding the potential 
dangers. 

“There have been no ‘new starts’ among 
Washington municipalities in the last three 
years. This does not minimize the danger, 
however. The fact that there soon will be 
three or four cities in the gas business may 
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encourage others to do likewise. There al- 
ways is the possibility of a city waiting 
until the private utility has made the neces- 
sary investment and developed a profit- 
able operation, then seeking to condemn 
it. Certainly, the Washington gas utilities 
would vigorously oppose any such move, 
but it would be costly, not only in money, 
but in community relations.” 


_- half a continent away, Mr. Hayes’ 

remarks are echoed by Mr. Diesing, of 
the Kansas-Nebraska Natural Gas Com- 
pany, who recently presented an illuminat- 
ing case history of the issue by which his 
company lost its gas distribution system 
in Deshler, Nebraska. 

In his analysis on the campaign which 
led to the election of April 2, 1957, by 
which the company’s properties in Deshler 
were condemned preparatory to public 
ownership and operation, Mr. Diesing 
adverts repeatedly to the rdle an engi- 
neering firm played in the matter. 

One of the firm’s employees reportedly 
first broached the subject of municipal gas 
operation to the city’s utilities superin- 
tendent, who supervises the city’s own 
electric-generating plant. 

And during the campaign the company 
waged in an attempt to save its property, 
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a report on feasibility from this firm be- 
came a subject for company attack, and 
public discussion. 

Having been furnished with a copy of 
this report by Mr. Diesing, the writer read 
it carefully, and was particularly struck 
by the brand of logic set forth as being 
the “conclusions” of this 47-page docu- 
ment. 

These read: 


There is no question of the feasibility 
of a municipal gas system in Deshler; 
obviously, private companies would not 
seek to engage in it if the operation 
were not profitable. Many, many cities, 
both smaller and many times as large 
as Deshler, have successfully and profit- 
ably operated municipal gas systems. 
Deshler, with its fine utility depart- 
ments, can certainly do as well. 


I. the celebrated struggle of the Ala- 
bama Gas Corporation against outside 
control, South, The News Magazine of 
Dixie, charged in its issue of June 11, 
1956, that a “Socialist sellout,” devised 
by New York and Chicago investment 
brokers, was planned for the company’s 
properties. 

The corporation serves a population of 
900,000, distributing gas in 49 central 


“Spor surveys made throughout the country disclose a num- 
ber of interesting, but not necessarily, surprising facts. In 
1955, in Alabama, municipal utilities were paying a higher rate 


for debt capital than private utilities serving a major segment 
of customers in Alabama and total private utilities throughout 
the United States. Interest charges averaged 3.4 and 3.3 per 
cent, respectively, for private utilities in the state and in the 
country, while municipal utilities were paying 4 per cent on 
debt outstanding during the year, in spite of the tax-free status 


of their obligations.” 
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Alabama towns and cities, including in- 
dustrial Birmingham. 

According to the magazine’s account, 
which quoted company executives, outside 
investment brokers launched a bid for con- 
trol, hoping to force the utility to sell off 
parts of its distribution system to cities on 
its lines. 

The stated reason was to permit the 
brokers to fulfill contracts they held 
with the municipalities for the purchase 
of gas properties, obtain fees as buying 
agents and as bond men, to profit from 
arranging the financing through taking 
city bonds at sharp discounts. Additional 
costs to the cities assertedly would come 
in engineering and attorney fees. 


eres Idaho comes the report that two 

midwestern bond houses tutored co-op- 
eratives to obtain franchises from mu- 
nicipalities to “organize, finance, con- 
struct, and operate municipal gas distribu- 
tion systems.” Thus, the co-op, not the 
city, would sell bonds to obtain necessary 
construction and operating capital. So 
popular did the idea become that, within 
a short period, twelve nonprofit co-opera- 
tives filed articles of incorporation in 
Idaho and received franchises from their 
local communities to distribute gas as soon 
as they could arrange to tap the new 
Pacific Northwest pipeline. 

Fortunately for the cause of investor 
ownership of gas utilities, the Idaho state 
supreme court in October, 1956, held the 
co-op franchise plan to be illegal. 

Initially, the development of the co-op 
scheme was predicated upon the fact that 
the Idaho state Constitution does not ex- 
pressly give to municipalities the power to 
construct, operate, and maintain a gas dis- 
tribution system. 


Noting this point, the Idaho state 
supreme court said in its decision: 


The creation of the co-operative, the 
contracts for the purchase of gas and 
the sale of its bonds, to raise funds for 
the construction, operation, and main- 
tenance of a gas distribution system and 
the action of the city of Idaho Falls 
granting an exclusive franchise for 
thirty years to the co-operative with the 
contract provided for by such an ordi- 
nance, are all parts of a plan and de- 
sign devised to enable the city of Idaho 
Falls to evade and circumvent the limi- 
tations and prohibitions of the Con- 
stitution and statutes; and to exer- 
cise powers not granted to a munici- 
pality. 

The purpose of the whole plan is to 
allow the city to do indirectly what it 
cannot do directly; that is, to construct, 
operate, and maintain a system for the 
distribution of gas; and to pay for the 
same by the creation of indebtedness 
and liabilities in excess of its revenues 
for the current year without a vote of 
the qualified electors and without pro- 
viding an annual tax to retire such in- 
debtedness. 


It seems clear, in view of the court’s 
dictum, that what the public ownership 
advocates—inspired and guided by others 
who should know better—cannot do legal- 
ly and by frontal approach, they are per- 
fectly willing to attempt illegally, and by 
indirection. 


A™ what of the results of these essays 

in municipal ownership of gas? Have 
the customers suddenly found their rates 
cut in half? Are the taxpayers bene- 
ficiaries ? 
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Spot surveys made throughout the 
country disclose a number of interesting, 
but not necessarily, surprising facts. 

In 1955, in Alabama, municipal utilities 
were paying a higher rate for debt capital 
than private utilities serving a major seg- 
ment of customers in Alabama and total 
private utilities throughout the United 
States. Interest charges averaged 3.4 and 
3.3 per cent, respectively, for private utili- 
ties in the state and in the country, while 
municipal utilities were paying 4 per cent 
on debt outstanding during the year, in 
spite of the tax-free status of their obliga- 
tions. 

On another sector, municipal gas utili- 
ties do not display a good record. Cus- 
tomers served by certain municipals are 
not being realistically charged for depreci- 
ation of the fixed assets necessary to pro- 
vide them with service. 

Two serious financial results may fol- 
low: Their failure to set aside sufficient 
reserves will force them to the security 
markets for funds for future consumers; 
and inadequate depreciation accruals will 
militate against adequate facilities, bring- 
ing about a gradual deterioration of util- 
ity service for existing consumers, or, as 
an alternate, will prevent adequate expan- 
sion to meet increased industrial and resi- 
dential demands in a growing community. 


oer utilities in Alabama and the 

United States set aside, respectively, in 
1955, 2.7 and 2.6 per cent of total plant as 
a reserve for depreciation of fixed assets, 
while municipal utilities provided for only 
0.9 per cent. 

In Alabama the tax accruals of the 
major private distribution utilities in 1955 
accounted for 14 cents of each dollar of 
operating revenues, which was only slight- 
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ly less than the average of 14.7 cents con- 
tributed by all private straight natural 
gas-distributing utilities of the country. 
Approximately 34 per cent of the tax pay- 
ments of the private utilities were used for 
the support of state and local government, 
and allied programs. 

In contrast, Alabama municipal utilities 
made total payments in lieu of taxes of 
only 2.4 cents for each dollar of operating 
revenues. Economists declare that an ad- 
ditional $1 million would be saved by Ala- 
bama taxpayers if municipal utilities had 
made a contribution in the form of state 
and local taxes in like ratio to that made 
by private utilities. 

In 1956, the investor-ownership gas in- 
dustry’s total bill for federal, state, and 
local taxes was a huge $763 million, com- 
pared to $207 million only a decade ago. 

In Connecticut and Massachusetts, pay- 
ments in lieu of taxes by municipal utili- 
ties on a per dollar operating basis equal 
one-eleventh of tax accruals of private 
utility systems in these states, while the in 
lieu payments of Tennessee municipals, on 
the same basis, was about one-seventh of 
the total paid by Tennessee private utili- 
ties, according to a survey made in 1954. 
In that year, failure of the municipals to 
pay in the same ratio as the private utilities 
cost the Tennessee taxpayers $2.3 million 
in tax revenues. 


_ the tax, depreciation, and other 

financial advantages which attach to 
the municipal—but for which the general 
taxpayer inevitably pays—the private 
utility’s rates are many times lower, or, 
if higher, only slightly so, than the mu- 
nicipals. This happy situation probably re- 
sults largely from the efficient operations 
of the private companies. 
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Since this is the case, and because of 
many other reasons, the investor-owned 
gas companies have a story to tell, and 
they are setting about to tell it. 

Under the aegis of the AGA they have 
forewarned the gas industry of the trend 
and have suggested the development of 
public information programs to meet the 
challenge faced on the public ownership 
front. 

This program is proceeding apace, 
sparked by public relations workshops 
throughout the country, where gas execu- 
tives get together to talk shop and trade 
experiences. 

And most of them are thoroughly aware 
that in the astonishing growth of mu- 
nicipal systems they have a grave prob- 
lem, despite the admitted fact that as of 
today these systems have only a miniscule 
share of the market. 


a at a recent workshop, David 
Kerr, director of business develop- 
ment, Southern Union Gas Company, 
Dallas, Texas, said: 


Municipal ownership is nothing 
more or less than a form of Socialism. 
Despite all of its failures, public owner- 
ship of gas utilities is growing at such 
a pace that the privately owned gas in- 
dustry must marshal all available 
weapons to meet this danger. 

In some cases, local gas distribution 
systems have fallen into the hands of 
ill-qualified municipal officials due to de- 
fault by private utilities operating in the 
area. In nearly every instance where 
public ownership exponents dangle the 
lure of lower rates and better service, 
their claims can be proven false. 

The private utility has an obligation 
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to give the public the facts about mu- 
nicipal ownership and to tell them over 
and over again. 

A sound, aggressive public relations 
program can keep this enemy on the 
defensive. He can be beaten—he has 
been beaten. Municipal ownership is in- 
compatible with the American free en- 
terprise system. 


M R. DIESING, with the experience of the 
Deshler condemnation election be- 
hind him, commented as follows: 


Prior to that time I suppose we were 
very much like other companies which 
are not directly concerned with the 
problem. We were aware that other 
gas companies in other parts of the 
country were fighting the battle, but we 
were so busy with other problems that 
we paid little attention to the wolf that 
was practically on our doorstep. 

It’s true that this problem may be 
confined to a few areas of the country 
at the present time, but don’t let that 
mislead you. The roots of it can be 
found in large part in the political phi- 
losophies which have been shoved at 
Americans for the past twenty-five 
years—that big business or Capitalism 
is against the best interests of the peo- 
ple; that utilities are inhuman monsters 
out to devour the little fellows who are 
at its mercy; that only through govern- 
ment-in-business can the people be pro- 
tected. 


Mr. Diesing continues by stating that 
each “individual case” will present cir- 
cumstances which will, of necessity, “be 
within the province of lawyers, but even- 
tually the issue will be resolved by a vote 
of the public and whether the gas compa- 


OCTOBER 10, 1957 











ny wins or loses the municipal election will 
depend upon the climate of public opin- 
ion which has been cultivated.” 


aed E. Ginna, president of the 
Rochester Gas & Electric Corpora- 
tion, in analyzing the position of the gas 
company facing municipal ownership 
threat, said recently: 


Service plus public relations is the 
keynote of our entire attack ... We 
must win the customer to our side be- 
fore we can count on him as an ally 
and the only way this can be accom- 
plished is to treat him like a customer 
in the same sense that any competitive 
retail or manufacturing concern would 
do. 

The lowest rates in the country will 
not endear a utility to a community if 
its employees offend the public. 

We must be sure that the public 
knows and understands what we are 
doing. This cannot be confined to the 
local level. I have no more right to say 
that the public ownership movement 
for municipal gas companies in the 
state of Washington is not my concern 
than they in that state have to say that 
the public development of electric pow- 
er at Niagara Falls is not their con- 
cern. 

We must present a united industry 
front from the local point of view in 
each community, and we must come to 
the table with clean hands to justify 
the confidence we seek. 


Please note that recurring motifs are 
sounded in each of these three statements 
—made by different individuals in differ- 
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ent parts of the country upon separate 
occasions. 

These relate to gas industry unity—a 
common front with which to face the 
enemy; the recognition that there is a 
challenge and a threat to investor owner- 
ship of the industry; a definite suggestion 
that efforts must be undertaken and in- 
tensified to win the understanding of the 
public; and, lastly, that the coming bat- 
tles will be won or lost in the area of pub- 
lic relations, which is to say, on the battle- 
ground where public opinion is the arbiter. 


Pipraigenl a portion of the prescrip- 
tion demanded by the industry 
spokesmen has been filled. Never before 
has such close-knit unity among gas indus- 
try public relations executives existed, 
and this has largely been due to the ef- 
forts of AGA leadership. 

And perhaps never before has such 
conscious and effective work in the field 
of public relations been undertaken at the 
local level. 

These efforts are all to the good. 

They offer evidence that throughout 
the industry there is an understanding of 
the stakes, and an awakening, as though 
to silver notes of a trumpet which heralds 
both a challenge and an opportunity. 

Therefore, let no one assume that the 
issue has been lost by default. 

True, there have been defeats but the 
trend has not been entirely one-sided— 
there have been victories, too. 

And perhaps both wins and losses have 
been only skirmishes up to this point. Per- 
haps the major battles are still to come, 
and, if that is the case, the gas industry 
will not be found derelict. 
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The Harris-O’Hara Gas Bill— 
Boon or Bonanza? 


The natural gas bill, a proposed amendment to the 

Natural Gas Act to free producers from Federal Power 

Commission, is still before the House of Representa- 

tives for possible enactment at the second session, to 
start next January. 


By WILLARD F. STANLEY* 


N several occasions President Eisen- 
hower has stressed the need to 
stimulate the development of the 

nation’s natural gas resources. As a means 
to this end he has advocated enactment of 
legislation to reduce to a minimum juris- 
diction of the Federal Power Commission 
over gas sold by producers to gas trans- 
mission companies or local gas distribu- 
tors. The theory is that this would result 
in an increase in gas prices received by 
the gas producers which would encourage 
greater exploration and production of 
natural gas. 


, *President, Corporate Services, Inc. For addi- 
tional personal note, see “Pages with the Editors.” 


A bill to this effect was enacted near 
the end of the 84th Congress, only to be 
vetoed by the President because of evi- 
dence of lobbying by the gas interests 
which he deemed so serious as to require 
a veto of the bill even at the expense of 
postponing its benefits for another year. 


|. ee similar bill was intro- 

duced by Representatives Harris and 
O’Hara in the first session of the 85th 
Congress and is now awaiting action on 
the floor of the House of Representatives. 
Certain amendments to this bill have been 
advocated by the administration which 
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the gas production interests feared would 
emasculate the measure, but recently the 
President indicated that the administra- 
tion would be willing, if necessary to com- 
plete the legislation, to forego or mollify 
these amendments. So it now appears the 
bill may be debated early in the next ses- 
sion and possibly enacted by the House. 
The legislation would then come before 
the Senate for action. With the problem 
of the amendments apparently under con- 
trol, chances seem to favor adoption of 
the bill by both houses and its ultimate 
signature by the President before the end 
of second session of the 85th Congress. 


Ses the gas production industry need 
this stimulus to induce it to develop 
sufficient gas resources for the nation’s 
future requirements? The President thinks 
so and he must have reached his conclu- 
sions on expert advice. Whether a specific 
inducement is necessary to produce a par- 
ticular result must always remain a mat- 
ter of opinion until an opportunity is 
given to record the results of operation 
both with and without the inducement. 
Therefore, the only way to see whether 
this inducement will stimulate gas develop- 
ment is to enact the bill and compare re- 
sults thereafter with those before the in- 
ducement was given. The same is true, 
in reverse, with respect to the special deple- 
tion allowances for federal tax purposes 
which for many years have been enjoyed 
by those producing mineral resources 
(principally oil and gas). Retention of this 
favored treatment has been considered es- 
sential to encourage maximum develop- 
ment of oil and other mineral resources. 
Here it would be necessary to eliminate 
the tax advantage to see what effect this 
would have on oil development. 
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Opponents of the pending Harris Bill 
(and of previous similar legislation)— 
principally representatives of large cities 
whose inhabitants use natural gas—have 
contended that diminution of the Federal 
Power Commission’s jurisdiction over gas 
production, as provided in the legislation, 
would inevitably result in increasing the 
price paid to the producers for their gas, 
and that these price increases, initially 
paid by the gas transmission companies 
(or local distribution systems) would 
necessarily have to be passed on to the 
ultimate gas users. They argue that the bill 
would constitute an unneeded and unfair 
bonanza for the gas producers. No one 
seems to have attempted to make any exact 
estimate of the amount of money that 
might be involved annually in increased 
cost of gas to gas users throughout the 
nation, if the bill is enacted. But those 
opposing the measure have been unani- 
mous in contending that the amounts in- 
volved annually would be very large, often 
indicated as being very many millions of 
dollars. 





HE utility industry has a dual interest 

in this legislation, for not only would 
the price of gas to consumers of gas dis- 
tribution companies be affected, but, in 
many cases where electric utilities burn 
gas under their steam boilers to manufac- 
ture electricity, the rise in the price of gas 
paid by these utilities would have to be 
passed on to their customers, and would 
therefore, indirectly, affect electric rates. 


The question in this matter has seemed 
to be “Does the need for stimulating gas 
development justify the additional cost to 
consumers which would flow to the gas 
producers?” This question has not yet 
been finally answered by the enactment of 
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the bill, but it seems likely that it has been 
answered affirmatively in the minds of a 
majority of the members of both houses 
of Congress and the administration. This 
being the case, what more need be said? 

A great deal, I think. For, granting the 
need for encouraging gas development by 
diminishing Federal Power Commission 
jurisdiction and thus permitting increase 
in prices of gas received by gas producers, 
it still appears that the bill goes far be- 
yond what is needed to accomplish the re- 
sult desired by the President. 


oe of production has been re- 

peatedly stressed as the principal, if 
not the sole, reason for the legislation. I 
have read the pending bill and also 
analyses thereof made by experts for in- 
terested organizations. Different types of 
gas sales contracts, having different kinds 
of provisions (in particular, clauses deal- 
ing with escalation of prices) are treated 
differently in the bill as regards freedom 
from federal commission regulation. But 
nowhere does it seem to appear in the bill 
that there is to be any difference in the 
commission’s jurisdiction by reason of the 
wells from which the gas is derived. The 
provisions of the bill appear to apply uni- 
formly both to gas produced from wells 
already existing before enactment of the 
measure and those drilled after its enact- 
ment, 

Yet how can the application of the bill 
to existing gas wells (and consequent in- 
crease in prices of gas produced thereby) 
constitute an inducement or stimulus for 
the development of gas? Why is it neces- 
sary in order to induce drilling of a new 
well, or development of a new gas field, 
to provide for increasing the price of gas 
produced from old, presently existing 


THE HARRIS-O’HARA GAS BILL—BOON OR BONANZA? 


wells, already drilled? The extension of 
the bill to cover these existing wells, as to 
which there can be no need of induce- 
ment, would seem an unnecessary and 
inequitable bonanza for the benefit of the 
owners of these existing gas wells (who 
may or may not be the owners of the new 
wells), at the expense of the gas-consum- 
ing public (and, indirectly, of the electric- 
consuming public) throughout the nation. 


— it would be feasible to develop 

a system of measurement to determine 
the quantity of gas flowing into a pipeline 
from new and old gas wells. And if it were 
attempted to hold back gas from the old 
wells and deliver gas solely or principally 
from the new, then a system of apportion- 
ment of the gas delivered according to 
estimated reserves of the new and old 
wells, could be used to determine the pro- 
ration. The Federal Power Commission 
could be left with jurisdiction over gas 
produced from the old wells to the same 
extent as formerly, and thus would con- 
tinue to control the price for the sale of 
that portion of the gas delivered to the 
pipelines. 

Let us assume that 10 million cubic 
feet of gas were taken into a particu- 
lar pipeline in a given month (or other 
designated period), of which 90 per cent 
came from old and 10 per cent from new 
wells. Let us next assume the price charged 
before enactment of the legislation was 
10 cents per Mcf. This price would con- 
tinue (under commission regulation) with 
respect to the 90 per cent of gas derived 
from the old wells, while the remaining 
10 per cent of gas would be subject to 
negotiated increase in price outside the 
commission’s jurisdiction. If the price of 
this 10 per cent of gas were assumed to 
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be increased to 12 cents per Mcf, the over- 
all price would be increased from 10 cents 
to 10.2 cents. This 2 per cent price increase 
might then ultimately be passed on to the 
gas consumers (and, indirectly, some elec- 
tric consumers). It would represent the 
cost of stimulating the creation of the new 
fields or new wells from which the 10 per 
cent of gas was produced. This may well 
be a fair price to pay for this stimulation. 
But why should the gas (and electric) con- 
sumers be forced to pay an increase in 
price of 20 per cent (instead of 2 per cent) 
as would be the case if jurisdiction of the 
commission over all gas (both from old 
and new wells) was eliminated and the 
price increase accordingly applied not to 
10 per cent, but to 100 per cent, of the gas 
flowing into the pipeline in question? 


HE 90 per cent-10 per cent relation- 

ship is an arbitrary assumption. The 
10 per cent would probably be too high 
soon after the bill’s enactment, but this 
10 per cent assumed ratio would tend to 
rise as more and more new wells were 
created and gas production from older 
wells gradually dwindled. But for a great 
many years it is obvious that by far the 
greater portion of the gas consumed 
throughout the nation would be produced 
by the “old” wells and would therefore 
not be subject to price increase without 
commission approval. This strongly em- 
phasizes the need for separating the “sheep 
from the goats” if the American consum- 
ing public is not to be made the “goat” 
by having to pay many millions of dollars 
yearly in unneeded and unwarranted in- 
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creases in the price of the products they 
consume. 

The President has repeatedly made 
stimulation of gas exploration the key- 
stone of this legislation. This aim can be 
accomplished if an inducement to gas pro- 
ducers in the form of higher gas prices 
applies to newly developed natural gas re- 
sources. It need not and should not apply 
to already developed resources where it is 
obvious no inducement is necessary and 
where application of the terms of the bill 
would simply operate to transfer from the 
pockets of the American consuming pub- 
lic to those of the American gas producers 
many million dollars a year of what could 
truly be called unearned increment. Fur- 
thermore, such a transfer of funds would 
be a step in the direction of inflation at a 
time when all the energies of the nation 
should be concentrated on controlling and 
preventing price inflation in all commodi- 
ties, goods, and services. 


WwW" proper amendments, along the 

lines suggested above, limiting im- 
pact of the legislation to gas produced 
from newly created wells, the bill would 
accomplish its intended aim of inducing 
gas exploration and production—the aim 
so strongly stressed by the President. At 
the same time, loss to the consuming pub- 
lic would be held to a minimum. Provi- 
sions for proper segregation of gas as be- 
tween new and old wells can readily be 
embodied in the bill; certainly such ad- 
measurement of gas cannot be beyond the 
ingenuity and ability of experts in this 
field. 
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Washington and 


the Utilities 


Changes in TVA 


O* September 19th, a Kansas Republi- 
can became the ninth director in the 
24-year history of the Tennessee Valley 
Authority. Arnold R. Jones was sworn 
in during a brief ceremony witnessed by 
General Herbert D. Vogel, chairman of 
the TVA board, Senator Albert Gore 
(Democrat, Tennessee), and other offi- 
cials. 

President Eisenhower is expected to 
name a Democrat to the remaining vacan- 
cy on the board. The nominee would fill 
the unexpired term (which has less than 
three years to run) of the late Dr. Paty. 
Although the act specifically states that 
there shall be no political qualifications for 
appointment to the board, White House 
aides have apparently decided that the 
naming of a Democrat would smooth the 
way for Senate confirmation of Jones, 
when Congress meets in 1958. Jones still 
faces some opposition in the Senate Pub- 
lic Works Committee from TVA zealots 
who are opposed to a radical change in 
TVA policy making. Senators from the 
TVA area are urging the appointment of 
Dr. Brehm, president of the University 
of Tennessee. 
























Regardless of what the President may 
do about the remaining vacancy on the 
board, some changes in TVA policy seem 
inevitable. This was indicated last 
month by the resignation of TVA’s 
general counsel, Joseph T. Swidler. Swid- 
ler, who has been with TVA since its cre- 
ation in 1933, admitted frankly that his 
decision to resign was dictated by a feel- 
ing that the new TVA board should have 
a free hand in choosing its chief legal ad- 
viser. TVA Chairman Vogel, recognizing 
Swidler’s long service, agreed with Swid- 
ler’s view of the situation, and has accept- 
ed the resignation. Other staff changes 
are in prospect. 


bg 


FPC Sees Gas Expansion 


 amieagennes expansion of the natural 
gas industry to serve almost every 
state in the Union is continuing, accord- 
ing to a report released recently by Chair- 
man Jerome K. Kuykendall of the Fed- 
eral Power Commission. This is bad news 
for the coal industry, which is losing 
more and more of its market to gas and 
fuel oil. In the twelve months that ended 
June 30th, Kuykendall said the commis- 
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sion authorized $615,966,000 worth of 
new interstate gas facilities, including 
6,800 miles of pipeline and 350,000 
horsepower in compressors to push the 
gas to its destination. This does not cover 
permits issued to independent producers. 

Last month the commission reported 
interstate pipeline revenues at an all-time 
high—$2,229,011,530 for the year, an in- 
crease of 10.6 per cent over the previous 
fiscal year. This includes some rate in- 
creases collected under bond and subject 
to rebate if the commission disapproves 
them after hearings. Applications on file 
before the commission will, if granted, 
expand the pipeline system by thousands 
more miles. They include one which 
would line up with the now-building 
trans-Canada pipeline, which will bring 
natural gas from far western Calgary to 
Montreal. 

Kuykendall said the new facilities au- 
thorized in this country will add more 
than 2,250,000,000 cubic feet daily to the 
capacity of the nation’s pipelines. Big 
projects—costing $700,000 or more each 
—accounted for $606 million of the con- 
struction cost. He said 156 cities of 50,- 
000 or more in 32 states and the District 
of Columbia, as well as many smaller com- 
munities, will benefit by the expansion. 


> 
Benson Defends REA Changes 


ECRETARY of Agriculture Ezra Benson 

has refused to back down on changes 
made last June in REA loan procedure. 
Under the new setup, loans to REA bor- 
rowers exceeding $500,000 must be ap- 
proved by Kenneth Scott, director of Ag- 
ricultural Credit Services, assisted in this 
responsibility by Wesley D’Ewart, for- 
mer Montana Representative, now assist- 
ant director of Agricultural Credit Serv- 
ices. Criticism of the new arrangement 
has come mainly from Senator Humphrey 
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(Democrat, Minnesota), who contends 
that it is a violation of Benson’s pledge to 
confer with Congress before making any 
major changes. Secretary Benson has once 
more refused to appear before Senator 
Humphrey’s Governmental Operations 
Committee on the ground that the com- 
mittee already has all the information 
needed. 

Secretary Benson insists that his June 
ruling does not weaken REA and was not 
a major change requiring clearance with 
Congress. Now that Congress has ad- 
journed, Humphrey has dropped the issue 
temporarily, but plans to call Benson 
again before the committee next year. 
Humphrey quite evidently fears that the 
new policy means a cutback in REA loans. 
This would be especially true of generat- 
ing and transmission (so-called G&T) 
loans to super co-ops, because they are 
mostly in the higher bracket of seven fig- 
ures or more. Both Scott and David Ham- 
il, REA Administrator, admit that Scott 
has already turned down several loans. 


, ie administration is reported to be 
alarmed over the great increase in 
REA electric loans. In fiscal 1956, REA 
disbursed $190 million for such loans. The 
figure jumped to $301 million in fiscal 
1957, ended last June 30th. This repre- 
sents an increase of nearly 40 per cent 
and is viewed as inflationary by White 
House economists. The low interest rate 
(2 per cent) charged REA borrowers, 
compared to the 4 per cent interest rate 
which the U. S. Treasury must pay for 
money, is attracting borrowers to REA. 
These considerations are believed to be 
responsible for White House orders to 
Benson to hold down the rising pace of 
loans. One casualty of the new procedure 
may be the proposed $9 million loan 
sought by Nebraska public agencies for a 
transmission line from Fort Randall dam 
to Grand Island. 



































Gas Producers Seek New FPC 
Court Test 


HE independent producers of natural 

gas have gone back to the source— 
the federal courts—for relief from the 
federal rate regulation which has had the 
oil and gas industry in a turmoil for three 
years. 

It was a decision of the United States 
Supreme Court which brought on federal 
regulation in 1954. And nine independent 
producer associations have joined appeal 
proceedings aimed at getting the high 
court, eventually, to redefine its 1954 de- 
cision in favor of decontrol for the inde- 
pendent producers. 

Hence, the industry interest in Saturn 
Oil & Gas Co., Inc. v. Federal Power Com- 
mission, now before the tenth circuit 
court of appeals in Denver. A “friend of 
the court” brief has been filed by the pro- 
ducer group. 

This group wants the Denver court to 
deny FPC jurisdiction over Saturn be- 
cause the company is a gas producer only 
and “neither owns nor operates any pipe- 
lines, lead-off pipes, no processing, sepa- 
rating, or manufacturing equipment, nor 
other gas facilities of any kind. 

“Gas sold by Saturn is sold at the well- 
head through meters owned by the pur- 
chasers of the gas. In no case is the sale 
of the gas more than a few inches from 
the wellhead.” 

By contrast, they say, the 1954 decision 
which brought FPC control over all pro- 
ducers involved two large integrated com- 
panies engaged in the production, gather- 
ing, processing, and sale of natural gas— 
Phillips Petroleum Company and Inter- 
state Natural Gas Company. 

“But the operations of Saturn,” the 
producers argue, “bear no resemblance 
whatever to either Interstate or Phillips. 
Nor does the operation of thousands of 
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other small unintegrated producers selling 
gas at the wellhead whose economic fate 
may well hinge on this case.” 


¥ 


Reactors Cannot Explode 

Hex’ S. VANCE, acting chairman of 

the Atomic Energy Commission, 
told a meeting of the United States Con- 
ference of Mayors at New York last 
month that nuclear reactors cannot ex- 
plode. He referred to nuclear reactors 
used for production of power, or for any 
other purpose. He said they are so consti- 
tuted that they cannot under any circum- 
stances produce a bomb-like explosion. 
The AEC chairman likened the relation- 
ship between nuclear bombs and reactors 
to one between lightning and house-line 
electricity. We accept and do not fear 
electricity because we have become fa- 
miliar with it, he explained. 

Mr. Vance described a nuclear reactor 
as a unit employing a tight steel vessel to 
contain the fuel elements which is, in 
turn, contained in a thick concrete shield- 
ing. All of this is entirely enclosed in a 
steel containment shell, dome, or sphere. 

“Tt is theoretically possible,” Mr. Vance 
asserted, “that all of these containments 
could be breached, allowing fuel elements 
to escape into the atmosphere, just as it is 
theoretically possible that a foot of snow 
could fall in New York on the fourth of 
July.” 

“Both contingencies are so remote as 
to be for all practical purposes nonexist- 
ent,” he declared. 


H: told the meeting of mayors that 
the AEC has operated reactors at its 
several locations for a total of more than 
100 reactor years without a single fatality 
or even injury to operating personnel, 
much less to the public at large on account 
of escaping fission by-products. 
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Outlook for the Gas Industry 


HE phenomenal growth of the natural 

gas industry in the postwar period is 
reflected in the accompanying charts on 
pages 602 and 603, reprinted from the 
AGA statistical volume Gas Facts. For the 
gas utility industry revenues have in- 
creased to over three times the 1945 level 
(Chart 1) and for the gas pipelines eight 
or nine times (Chart 2). The composite 
income account (Chart 3) shows revenues 
for the industry as a whole at about four 
and a half times the prewar level, and 
plant account in 1956 was roughly three 
times as large as in 1945. 

Net earnings have not increased in the 
same proportion, however. Gas operating 
income as a percentage of depreciated 
plant is shown in Chart 4. In the prewar 
period the return averaged between 7 per 
cent and 8 per cent on depreciated plant, 
but with unfavorable regulation during the 
Truman administration this shrank to less 
than 6 per cent in 1952, gradually recov- 
ering to about 6.7 per cent last year. The 
two lower sections of the chart show the 
varying results for transmission and dis- 
tribution companies. The latter had an ex- 
cellent year in 1946, earning over 10 per 
cent when excess profits taxes were can- 
celed, but later dropped to 6 per cent, last 
year making a slightly better showing 
than the pipelines. 
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Financial News 
and Comment 


By OWEN ELY 


HE charts do not show the trend for 
1957, which has been sharply down- 
ward thus far. The income account for the 
pipeline companies for the twelve months 
ended June 30, 1957, and for the previous 
twelve months is shown on page 606. 
While revenues increased nearly 11 per 
cent net income declined about 2 per cent. 
The rate of return declined, since gas util- 
ity operating income increased less than 4 
per cent while net gas utility plant in- 
creased nearly 18 per cent. Weather was 
an important factor and the relatively 
warm heating season in 1956-57 accounts 
in part for the poor recent showing. 
Numerous rate increases have been 
filed with the Federal Power Commission 
and the state commissions, but many of 
these have not yet been reflected in reve- 
nues, and the regulatory situation remains 
confused due to the failure of Congress to 
pass the natural gas bill. 
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FINANCIAL NEWS AND COMMENT 


The very rapid growth of gas revenues 
in the postwar period may be attributed to 
four major factors: (1) opening up of 
many new areas to natural gas through 
completion of additional new pipelines; 
(2) rapid conversion of homes from oil 
heating to gas (see Chart 8); (3) rapid 
gains in industrial sales (Chart 7); and 
(4) the effects of rate increases designed 
to offset the rising field price of gas. In- 
dustrial sales in 1956 increased three times 
faster than the nation’s industrial activity 
—while the industrial activity index was 
rising 2.9 per cent, industrial sales of gas 
rose 9.4 per cent. Because of its cheapness 
and efficient heating capacity, gas is in- 
creasingly useful in many industrial 
processes. 


HE current year is one of rapid ex- 

pansion, despite the drab earnings 
record, Construction expenditures for the 
gas utility industry in 1956 approached 
$1.6 billion, and this year are expected to 
increase to over $2.1 billion. While a 
slight letdown is forecast for 1958, a 
sharp rise in 1959-60 is expected to car- 
ry expenditures for the latter year to over 
$2.3 billion. During the five-year period 
1956-60, expenditures are expected to ag- 
gregate $10.3 billion compared with $6.3 
billion in 1951-55 and $4 billion in 1946- 
50. Net plant may be expected to increase 
some 70 per cent or more during this five- 
year period. Of the $10 billion program, 
45 per cent is to be expended for produc- 
tion and storage, 16 per cent for transmis- 
sion, 34 per cent for distribution, and five 
per cent for miscellaneous items. 

This big expansion program is largely 
designed to take care of unfilled demands 
for additional gas for house heating, etc. 
In some areas, such as the Midwest, there 
is still a large unfilled backlog of demand 
which the utility companies are unable to 
satisfy. In the New York metropolitan 


area vigorous campaigns are under way 
to “sell” the householder on the advan- 
tages of gas over other fuels. 


I there any danger that the increased 
cost of gas at the wellhead will gradu- 
ally check this demand for additional sup- 
plies? There has been some fear of this, 
but thus far it has apparently not been a 
factor, especially as prices of competing 
fuels have also advanced. In March this 
year the Bureau of Labor Statistics Index 
of Consumer Prices for Solid Fuels and 
Fuel Oil stood at 139.2 compared with 
102.6 average for 1946-50. 

A similar index for gas for heating pur- 
poses was 121.6 compared with the aver- 
age of 99.9 for 1946-50, while gas for 
other uses stood at 116.4 versus 99.9. 

However, it is probable that the retail 
cost of gas has lagged behind the field 
price, due to long-term supply contracts, 
delays in raising rates, etc. Chart 5 indi- 
cates that while natural gas wellhead prices 
declined in the period 1937-45 when there 
was little increase in demand, the average 
price more than doubled from 5 cents 
per Mcf to nearly 11 cents in the period 
1946-56. The increase has continued dur- 
ing 1956-57 and there are reports of new 
contracts at 16 cents or higher. Ultimately 
the trend of retail prices may be partly de- 
pendent on federal regulation under the 


‘new gas bill, which it is hoped will be en- 


acted in 1958. 


N any event, the recent skyrocketing of 
field prices is a disturbing factor in 
earnings, particularly for the pipelines. In 
the twelve months ended June 30, 1957, 
the number of customers increased 3 per 
cent, sales to ultimate consumers gained 6 
per cent, and sales to other gas utilities for 
resale were up 9 per cent. Total sales in 
Mcf increased 8 per cent and revenues 
10.6 per cent, the difference being ex- 
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plained by a slight increase in the retail 
price, from 28.3 cents to 29 cents per Mcf, 
a gain of 2} per cent. On the other hand, 
the cost of purchased gas (plus the rela- 
tively small amount spent for production) 
increased from $1,026 million to $1,175 
million, a gain of 14.5 per cent. 

While the figures may not be accurate, 
the cost of gas as indicated by the income 
statement increased from 14.4 cents to 
15.3 cents per Mcf, a gain of 6} per cent. 
Apparently the pipelines were unable to 
pass along this higher cost of gas in full, 
because of delays in filing rate applications 
—plus the five-month suspension period 
before rate increases were reflected in reve- 
nues collected under bond. It is probable 
also that substantial amounts of gas were 
sold at low prices which could have been 
used for house heating if the weather had 
been favorably cold. 


i is difficult to forecast regulatory and 
political trends which will affect the in- 
dustry’s ability to obtain an increase in gas 
supplies without having their net earnings 
“squeezed” between high field costs and 
inadequate retail rates, but the industry re- 
mains hopeful that the problem will be 
solved and that the log jam of new rate 
cases which is now again building up will 
not handicap the industry’s growth. Un- 
derground storage facilities are being rap- 
idly increased—the investment in storage 
pools and wells was $456 million at the 
end of last year versus $177 million in 
1950. House-heating customers increased 
in number 8} per cent last year and by 
1965 is expected to increase by 66 per cent. 
The industry expects to open up another 
large potential market when gas air con- 
ditioning is perfected and the gas proto- 
type of the electric heat pump is success- 
fully developed. (The AGA Par Commit- 
tee earmarked $750,000 for air-condition- 
ing research this year, twice the amount 
originally budgeted.) Arkansas Louisiana 
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Gas Company, which enjoys aggressive 
management, recently bought Servel’s air- 
conditioning division for $4 million. Many 
advances and improvements have been 
made in other appliances such as gas 
clothes dryers. At the AGA Laboratories, 
twenty PAR-financed research projects 
(of which seven were completed) gave 
major emphasis to domestic gas incinera- 
tors and improvements in commercial 
cooking equipment. 

Thus the industry continues to advance 
ona broad front. At the moment the great- 
est problem is in the field of rates and reg- 
ulation, which have a vital bearing on earn- 
ings and on the cost of new financing— 
which recently has been increasing danger- 
ously. What price rapid expansion if 6 
per cent has to be paid for senior money, 
leaving a low margin of return for com- 
mon stockholders? 


~ order to improve the prospects for 
common stockholders many gas com- 
panies are venturing into nonregulated 
fields such as oil production and refining, 
petro-chemicals, uranium mining, produc- 
tion of fertilizer, cement, etc. This quest 
for diversification is typical of the general 
industrial trend, but it is to be hoped that 
the gas utilities will not carry it to an ex- 
treme. Otherwise, it may become increas- 
ingly difficult to analyze their earnings and 
prospects, and the reputation for inherent 
stability enjoyed by most utility securities 
may become clouded, with resulting loss 
of investor confidence. 


> 


Gas Utility Financing 
Heavy in 1957 


HE accompanying chart of gas utility 
financing indicates that the trend has 
been similar to that of the electric utilities 
through August—the total amount has run 
well in excess of the two previous years. 
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FINANCIAL NEWS AND COMMENT 


Apparently high money rates have not had utilities (due largely to weather condi- 
any deterring effect and there has been no tions). Gas utility financing for the first 
real “scarcity” of credit for either gas or eight months of 1957 totaled as follows: 
electric utility offerings when the buyers’ Millions 
conditions have been met—though these Bonds ..-+.ssseseeeeeeeeeeeeens $ 943 
3e : py PPECHENTOU® 5:o:6::c/bfe:5: sors ciainreise bo sie-s 102 
conditions have been a little stiff in some CM og odo one cw ccacccccnne 30 
cases. ee 
Comparatively little common stock has TOE sisaanicinammiiines $1,075 
been sold this year, possibly because of the The gas utilities are expected to sell 
rather poor earnings record for some gas about $200 million additional securities 
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PROGRESS OF NEW MONEY FINANCING 


BY UTILITY COMPANIES RENDERING 
PRINCIPALLY GAS SERVICE* 
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NATURAL GAS PIPELINE COMPANIES d 

OPERATING REVENUES AND INCOME ce 

Twelve Months Ended June I 

Item 1956 1957 % Change tc 
Sales of natural gas: 

Number of customers: be 
(USED ATS COE 2 Rane a 435,874 449,760 ae fit 
Cunt. Se 1 a ee ee oe eae 946 1,029 88 

Sales (thousands of cubic feet) : 

AiG SsAALE CONSINNETS os oc ssc< sce es secs. se suies 1,405,170,000 1,488,090,000 5.9 
To other gas utilities for resale ................. 5,703,622,000 6,185,980,000 8.5 | 

Revenues : 

From sales to ultimate consumers ...............- $ 306,585,836  $ 337,655,208 10.1 

From sales to other gas utilities for resale ......... 1,601,732,741 1,770,220,777 10.5 sy 

(Other natural aS TEVENUES ......5..00600cecceseees 106,396,263 121,135,545 13.9 ; 

Total gas operating revenues ................- 2,014,714,840 2,229,011,530 10. 2§ 

Gas operating revenue deductions: th 
Production expenses—purchased gas ............. 972,779,783 1,135,562,731 16.7 3 

DE Ce a oh es 53,218,179 39,192,096 (26.4) : fy 

PERE DIIRES oo 'oa 5 05 os aii onan a aauisae esisie oie 8,152,599 9,182,630 12.6 - 

eS Oe 152,924,826 172,499,841 12.8 E I 

PDIGHTININION GRPENSES: oo. soc cccsccscccccews sevice 10,799,813 11,858,043 9.8 : se 

Custr. acctg., coll. & sales promotion expenses ..... 6,363,833 6,903,161 on 4 su 

Administrative and general -expenses ............. 77,848,905 90,609,235 16.4 

— i su 
Tom) 22 002 See ete ae eee 1,282,087,938 1,465,807,737 14.3 , pc 

Depreciation, depletion, and amortization ......... 178,742,863 198,801,858 11.2 4 

Taxes: j pr 
(Dodern U5 C5 one ne ee ae eee 155,107,088 133,838,102 (13.7) ; co 
Cibse fect ee eee eee 2,620,586 2,917,187 11.3 i 
Be le ik oe cocina ans 60,588,299 68,020,196 12.3 » = =soth 
Provision for deferred fed. inc. taxes .......... 12,815,782 24,575,684 91.8 a ar 
Credits to operations arising from federal income Fi 

taxes deferred in prior years—credit ......... 77,000 262,000 rar u co 

Total operating revenue deductions ......... 1,691,885,556 1,893,698,764 119 ” 

Net gas operating revenues ................ 322,829,284 335,312,766 3.9 ; sO 

Income from gas plant leased to others .............. 1,692,489 1,733,591 2.4 @ P 

— | ( 

Gas utility operating income ............0.0ceeeeeee 324,521,773 337,046,357 3.9 3 | 16 

CORRE Ute a een enna een 15,403,065 18,498,530 20.1 

—- 4 an 

MMII oo cssyeessechacsssdsasaveverseewse 339,924,838 355,544,887 4.6 Boon 
Income deductions : f ‘ 

Interest on long-term debt ...............-..000% 99,713,256 118,487,237 18.8 5 6nd 

Amort. of debt disc., premium & expenses ......... 871,871 1,296,059 48.7 @ er 

Interest charged to construction—credit ............ 9,321,186 11,969,889 28.4 ¢ 

OiREF SNOGHIE GICUUCHONS 26... ssc cs cscs cecesees 12,186,726 15,809,839 29.7 B po 

Total income deductions ...........0c0es0eees 103,450,667 123,623,246 19.5 s fa 

sana = §6ve 

POE NOMIE se ES soe Sas Su eo eee eee e eee aes weer 236,474,171 231,921,641 (1.9) a ha 

Salaries and wages charged to gas operations ........ 144,704,269 161,515,350 11.6 a sir 

Purchased gas—thousands of cubic feet ............ 6,830,050,000 7,510,844,000 10.0 : ene 

— Su 

Cag iatiog okie & () a eee 5,834,878,497 6,850,472, 194 17.4 de 
Reserve for depreciation and amortization ........... 1,200,027,706 1,386,629,195 15.5 

=< co 

OP Ee > LS ee ae 4,634,850,791 5,463,842,999 17.9 4. 

(1) Includes construction work in progress, 1956, $258,027,482; 1957, $409,666,381. ga 

Source, Federal Power Commission. in 
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during the four months September-De- 
cember, according to an estimate by the 
Irving Trust Company, bringing the year’s 
total close to $1,300 million. This would 
be about 44 per cent in excess of last year’s 


financing. 
* 


Sixty Per Cent Gain in Use 
Of Gas Forecast by 1966 


HE Chase Manhattan Bank in New 

York recently issued an interesting 
28-page study on the “Future Growth of 
the Natural Gas Industry” by Lyon F. 
Terry, vice president, and John G. Winger, 
petroleum economist. Natural gas is now 
served to all but one per cent of gas con- 
sumers, hence the adequacy of the future 
supply is a vital question, the brochure 
points out. While oil and gas are joint 
products and are usually discovered by 
common exploratory efforts, nevertheless 
they become competitive fuels once they 
are produced. Hence, it is necessary to 
consider the oil‘and gas industries’ close 
relations to each other. 

The authors have undertaken to make 
some projections over the coming decade. 
Population is expected to increase from 
168 million in 1956 to 197 million in 1966, 
an increase of 18 per cent, or an average 
annual increment of 1.6 per cent. Eco- 
nomic activity will proceed somewhat fast- 
er than this. Energy consumption in the 
postwar decade expanded at an average 
rate of 3.3 per cent a year. However, con- 
version from steam locomotives to diesels 
has greatly reduced the rate of increase, 
since last year the railroads accounted for 
only 2 per cent of national energy con- 
sumption compared with 12 per cent a 
decade before. After adjusting for the rail 
component, the use of energy increased 
4.3 per cent per annum. On this basis a 
gain in used energy of 3.8 per cent a year 
in the next decade is forecast. Sources of 


energy are expected to increase as follows: 


Quadrillion Btu Change 1966 
1946 1956 1966 From 1956 


Natural Gas... 4.1 9.9 15.6 +57.6% 
Coal 14.5 12.0 13.8 +15.0 
Water Power... 1.4 1.8 1.8 0.0 
Petroleum 184 30.1 +63.6 


61.3  +45.6 


Total Energy. 30.5 42.1 


| Bs of oil and gas taken together has 
increased at an average rate of 6 per 
cent a year since 1920 and at 7 per cent in 
the past decade, while water power in- 
creased only moderately and coal declined. 
The spectacular gain in oil and gas in the 
postwar decade was substantially due to 
the displacement of coal, but this factor 
will be less important in the next decade. 
It appears likely that in the second half of 
the next decade conversion from oil to 
gas for space heating will be much less of 
a factor, and hence use of oil will grow 
faster than sales of gas. Continued gains in 
the use of gas seem likely to be more near- 
ly in line with the expansion rate for over- 
all energy. The marketed production of 
natural gas has grown at an average rate 
of 7.2 per cent per annum since 1920 and 
at 9.5 per cent in the postwar period, but 
in the coming decade a rate of growth of 
only 4.7 per cent is forecast by the bank. 
Will reserves take care of this rate of 
growth? At the end of last year they were 
estimated at 238 trillion cubic feet, equiva- 
lent to 22 times 1956 use of gas. Both the 
Federal Power Commission and the bank- 
ing fraternity usually require a twenty 
years’ supply for a new project. It will be 
necessary to continue exploration for ad- 
ditional reserves in order to take care of the 
rate of growth in usage. For the last ten 
years additions to reserves have averaged 
about twice the amount of gas withdrawn 
by production, and for the year 1956 the 
figure was 2.3. In this respect the gas in- 
dustry has made a more favorable record 
than the oil industry, which has only about 
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half as many domestic reserves in relation 
to consumption. On a Btu basis reserves of 
gas exceed those of oil by 40 per cent al- 
though consumption of gas is 45 per cent 
less that of oil. 


few growth rate forecast for natural 
gas over the next decade will require 
the addition of 230 trillion cubic feet to 
the reserve, or practically double the pres- 
ent amount, in order to maintain the 20- 
for-1 ratio. This would mean a ratio of 
only 1.65 cubic feet of new gas for each 
cubic foot used, and the bank thinks that 
this requirement can be met without great 
difficulty. 

However, the new gas supplies cannot 
be obtained except at increasing cost. The 
industry in 1956 drilled 58,000 wells for 
oil and gas and the rate of drilling should 
increase to about 87,000 a year by 1966, 
requiring completion of about 735,000 
wells in the next decade. Wells must be 
drilled to greater depths, and substantial 
offshore drilling is expected to continue. 
In the case of oil the amount of explora- 
tion and drilling has increased about 130 
per cent in the past eight years for each 
unit of oil added to reserves, and with deep 
drilling the cost has increased still faster. 

The bank estimates that it is necessary 
to drill nearly twice as many feet now as 
in 1947 in order to produce the same num- 
ber of million cubic feet of natural gas. A 
careful study of over 20,000 wildcat wells 
drilled in 1944-49 shows that only about 
one in ten wells was really successful, 
and only one in 42 revealed an oil field 
with as much as 1 million barrels of recov- 
erable reserve. The bank states: 


In the oil business increasing costs 
are forcing many producers, large and 
small, to foreign fields for cheaper 
sources of supply—to Venezuela, the 
Middle East, and the Far East. Gas pro- 
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ducers who supply domestic markets are 
limited. They can go no farther than 
Canada and Mexico. On the other hand, 
they have no Suez problem. 


ie 1950 proven gas reserves were 180 
trillion, and this has now increased to 
238 trillion while annual output has in- 
creased from 6.2 to 10.8 trillion. A favor- 
able factor for the future is the fact that 
the rate of gas discovery compared with 
that for oil has risen substantially. It seems 
likely that an increase in the proportion of 
gas to oil will be found at greater depths 
since there is a greater degree of natural 
refining in deep wells because of high pres- 
sures and temperatures. Moreover, with 
the very great pressure, a cubic foot of 
space several miles down may contain 
about twice as much gas as one nearer the 
surface. With deeper drilling, the amount 
of gas per barrel of oil reserves has al- 
ready risen more than 50 per cent in re- 
cent years. 

Messrs. Terry and Winger conclude 
that, based on their estimate of 250 billion 
barrels of minimum ultimate oil recovery 
and deducting 86 billion discovered to 
date, there would remain 164 billion bar- 
rels of oil to be found in the future. With 
a ratio of 6,000 cubic feet of gas to one 
barrel of oil, this would indicate future 
gas discoveries of 984 trillion cubic feet. 
Adding the present reserve of 238 trillion 
indicates a maximum future gas supply of 
about 1,200 trillion cubic feet. 

Based on this assumption, they project 
an increase in marketed production or net 
withdrawals to about 20 trillion cubic feet 
by 1980-90 (nearly double the present 
rate), and a gradual decline after that year 
extending to the year 2100, at which time 
less than one-half trillion cubic feet per 
annum would be used. Thus the gas in- 
dustry should enjoy several decades of 
continued growth. 
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What Others Think 


Production and Processing of Natural Gas 
For the Market 


M* of the gas which El Paso Natural 

Gas Company delivers to market or 
utilizes in its system operations is “casing- 
head” gas or “residue” gas, a by-product 
of the production of oil. As used in this 
article, “casinghead” gas refers to gas at 
the wellhead produced in conjunction with 
oil; “residue” gas refers to “‘casinghead” 
gas which has been gathered to a central 
point and processed for the removal of 
liquid hydrocarbons. 

For many years in the Permian basin 
in west Texas and southeastern New 
Mexico it was the practice to burn this gas 
in huge flares at the field. In an oil econo- 
my, it was necessary to produce oil and 
when oil comes out of the ground the gas 
comes too. Only a small part of the gas 
thus produced could be used because there 
was no way to get it to market; the fields 
glowed brightly at night in the eerie 
orange light of the hundreds and hundreds 
of flares. 

Then, beginning in 1940 and especially 
since 1947 when El Paso Natural Gas 
Company began deliveries of gas to Cali- 
fornia, the company has taken more and 
more of this previously wasted product 
into its pipelines and directed it to useful 
purposes. In 1956, the company took 467 
billion cubic feet of “residue” gas into its 
pipelines. This volume of gas is equivalent, 


in fuel value, to 78 million barrels of fuel 
oil, an obviously significant contribution 
to the conservation of natural resources. 


ages operations of the company to 
use this residue gas takes quite a bit 
of doing. Practically all of this residue 
gas is delivered to the company at low 
pressures, 40 pounds or 20 or even as low 
as four pounds. Thus, it is necessary 
to maintain field compressor stations 
throughout the Permian basin to compress 
this gas from these low pressures to the 
much higher pressures (usually 550 
pounds) which are necessary for eco- 
nomical processing. 

The quantities of residue gas which are 
delivered to the company are subject to 
wide variations from hour to hour, day to 
day, and month to month. In both Texas 
and New Mexico, oil production is gov- 
erned by “allowables” established by state 
regulatory agencies. Every well, when 
completed, is given a daily rating which 
represents the volume of oil that experts 
feel will give the greatest and most effec- 
tive yield during the life of the well. This 
rating will be, say, 150 barrels per day or 
25 or 40 or some other volume. Then, at 
the beginning of each month, the total 
number of days’ production that will be 
permitted is established. The number of 


OCTOBER 10, 1957 











days of production is determined by the 
needs for oil and is established to pre- 
vent the overproduction, accumulation, 
and waste of this precious liquid above the 
ground. 

As a result of this method of governing 
production, many wells achieve their al- 
lowables before the end of the month and 
are shut-in. In some months, practically 
all wells are shut-in. When oil production 
is stopped, the production of residue gas 
is also stopped and the company must 
draw on “dry” gas wells or “formation” 
gas wells as they are called—wells which 
are predominantly gas wells and yield 
liquid hydrocarbons only as a by-product 
of the gas operations. 


O* again, a large gasoline plant process- 
ing natural gas to remove from it 
butanes, propane, and natural gasoline and 
delivering the natural gas (multiple 
hundreds of millions of cubic feet per day 
at a single plant) to a plant of El Paso 
Natural Gas Company may shut down 
without notice to the company. This can 
be because of a mechanical breakdown at 
the plant, a holiday, or for some other rea- 
son. There are forty-seven locations in 
the Permian basin at which large volumes 
of residue gas are delivered to the com- 
pany, most of these being gasoline plants 
of other companies, principally oil com- 
panies. Thus, throughout the day, there 
are constantly varying rates of delivery at 
many points. The changes in rates of de- 
livery are usually made without any prior 
notice to the company. 

In order to keep constant control of gas 
supply, the company has a field dispatch- 
ing staff on duty twenty-four hours per 
day in its Permian division offices and its 
San Juan division offices. In the Permian 
division offices—through which the de- 
liveries of residue gas are handled—there 
are a number of meters giving the pres- 
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sure readings at all critical points. The 
pressures are telemetered from plants and 
pipelines scattered throughout an area that 
extends 375 miles from north to south and 
about 250 miles from east to west, rough- 
ly the same shape but somewhat larger 
than the state of Pennsylvania. 


eran outward from Jal, New 
Mexico (where the Permian division 
offices are located), are field trunk lines, 
much like the spokes of a great half-wheel. 
Near the hub of the half-wheel are a num- 
ber of plants operated by El Paso Natural 
Gas Company which process gas from dry 
gas wells. When pressures begin to fall at 
a point along the field trunk lines, the dis- 
patchers realize that residue gas deliveries 
are falling at the point. Instructions are 
radioed to gas switchers in the field to turn 
on certain dry gas wells. The plants of El 
Paso Natural Gas Company which process 
that dry gas are, of course, instructed to 
speed up operations. Then, when residue 
gas deliveries resume at the point in ques- 
tion, the switchers are told to turn certain 
wells off. 

This story is quite a lot simpler in tell- 
ing than in doing. Tied into El Paso 
Natural’s system are the pipelines of other 
gas companies with which the company 
has “exchange” agreements in which vol- 
umes of gas belonging to one company at 
one point are traded for equivalent vol- 
umes of gas at another point belonging to 
another company. Production from every 
dry gas well must be adjusted not only to 
variations in residue gas production but 
must conform to contracts and proration 
regulations of state agencies. 

Whereas the residue gas delivered to 
the company has usually been processed 
by another company for the removal of 
liquid hydrocarbons, the gas from dry gas 
wells is processed for such removal by the 
company itself. The gasoline plants of the 
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company, located in both the Permian 
basin and the San Juan basin (northwest- 
ern New Mexico and southwestern Colo- 
rado) now deliver in excess of 30,000 bar- 
rels of butanes, propane, and natural gaso- 
line per day. To market these liquids effi- 
ciently, a subsidiary company, El Paso 
Natural Gas Products Company, has been 
formed. The Products Company is the 
principal owner of a butadiene plant near 
Odessa, Texas, which supplies this basic 
component of synthetic rubber to an ad- 
jacent plant of General Tire & Rubber 
Company and to United Carbon Com- 


pany. 


gb ims Products Company is also con- 
structing a styrene plant at Odessa 
(styrene being another principal com- 
ponent of synthetic rubber), and is adding 
two gasoline refineries to the three which 
it already operates. The company markets 
motor fuels under the brand names 
“Dixie” and “El Paso.” 

Most of the,natural gas which El Paso 
Natural Gas Company takes into its sys- 
tem is unusually “sour,” containing high 
percentages of hydrogen sulphide and 
carbon dioxide. Also, of course, the gas 
has high quantities of water vapor. A 
major part of the company’s activities are 
directed toward purifying and dehy- 
drating natural gas. 

The process used to purify and to de- 
hydrate the gas is the glycol-amine process 
in which a treating solution of two chemi- 
cals is used, diethylene glycol to recover 
the water and monoethanolamine to re- 
move the hydrogen sulphide and the car- 
bon dioxide. In the process used, natural 
gas is introduced into the bottom of a large 
vessel, known as a contactor, whichis from 
five to eight feet in diameter and about 
eighty feet in height. The natural gas 
moves up to the top of the vessel. At the 
top of the vessel, the glycol-amine solu- 
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tion is introduced and makes its way to- 
ward the bottom. At intervals throughout 
the contactor, the glycol-amine solution is 
held in a tray and the gas forced to bubble 
through it. Thus, the gas is becoming purer 
and purer as it goes toward the top and 
the glycol-amine solution is becoming 
more and more impure as it goes toward 
the bottom. At the top of the contactor, 
where the hydrogen sulphide, carbon 
dioxide, and water are the most minute 
and consequently most difficult to remove, 
the natural gas is exposed to the purest 
glycol-amine solution. The pure natural 
gas flows out of the top of the contactor 
and into transmission lines. The impure 
glycol-amine solution flows out of the bot- 
tom of the contactor and is circulated to 
a still where, as a result of heat and less- 
ened pressure, the hydrogen sulphide, 
carbon dioxide, and the water vapor 
bubble out. The process is a continuous 
one—the glycol-amine solution constant- 
ly being circulated through the contactor, 
the still, and heat exchangers and the 
natural gas constantly being fed through 
the contactor. 


NFORTUNATELY, the acid content of 
the substances removed from natural 
gas have a highly corrosive effect. For 
many years engineers of El Paso Natural 
Gas Company have studied methods of 
fighting this corrosion. In some cases 
aluminum is used rather than steel; in 
other cases high-grade alloy and stainless 
steel are used instead of the usual grade 
of steel. In other cases, the high cost of 
using expensive alloys has led to the de- 
cision to continue to use regular grades of 
steel and, from time to time, to replace the 
tubes and walls of the vessels which han- 
dle the gas and the impurities removed 
from it. 
In several plants, facilities have been 
installed to process the hydrogen sulphide 
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to extract the sulphur. In many others, the 
hydrogen sulphide is piped a significant 
distance from the plant and burned. In all 
cases, employees of the company exercise 
great caution because hydrogen sulphide, 
in similar concentrations, is more poison- 
ous than cyanide. Further, it tends to par- 
alyze the olfactory nerves. A few whiffs 
of the stuff and a person can no longer 
smell it. This means that hydrogen sul- 
phide can become quite strong in concen- 
tration without people noticing the increas- 
ing odor. To prevent accidents, blowers 
are installed in various treating plants of 
the company to carry away any concentra- 
tions of hydrogen sulphide that might oc- 
cur. Near the flares which burn this hy- 
drogen sulphide, employees wear oxygen 
masks and have a second person stand 
guard and watch a safe distance away. 


eee it is usually the custom to 
compress natural gas to about 550 
pounds before treating it, at several loca- 
tions the company treats the gas at low 
pressure. At one plant about 13 per cent 
of the natural gas, as it arrives at the 
plant, is carbon dioxide and water vapor. 
To compress this gas before treating it 
would, obviously, result in a 13 per cent 
increase in compressor expense. It is more 
economical, therefore, to treat this gas at 
‘ low pressure to remove the bulk of the 
impurities, to compress it, and to treat it 
a second time. 

Through studies of pipeline efficiency, 
the company’s engineers soon learned 
that glycol-amine solution was becoming 
entrained in natural gas. Deposits of this 
solution began to build up in the pipelines 
downstream from treating plants. Even a 
slight film of this solution reduces the effi- 
ciency of the pipeline tremendously. 
Therefore, the company has installed a 
number of treating solution recovery 
units through which natural gas is passed 
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before it goes into the main lines. These 
units, which use bauxite principally as the 
absorbing medium, have proved very 
effective. 

The development of effective and eco- 
nomical purification and dehydration proc- 
esses has been of immense benefit in the 
utilization of natural gas reserves. Today, 
natural gas leaves a purification plant in 
a purer state than gas which was once 
considered “‘sweet” prior to the develop- 
ment of modern purification processes. 


§ pan absolute removal of water and 
water vapor also presents a major 
improvement over older processes. At one 
time—before and during the Second 
World War—the traces of water vapor 
left in gas by older dehydration processes 
accumulated at points along the pipeline. 
In cold weather, this water vapor would 
begin to freeze; the ice would attract 
more water and water vapor from the gas 
until an ice plug built up. Transmission 
crews would have to dig up the pipeline 
at the points these plugs built up and build 
fires around the pipelines to “thaw” out 
the ice. The best fuel was old automobile 
tires. Old-timers around the company rem- 
inisce frequently of the hundreds and 
hundreds of tires that were burned in a 
winter to keep the lines thawed out. What 
an impossible task this would be today 
with daily deliveries in the three billion 
cubic foot range and with load factors in 
excess of 90 per cent! 

El Paso Natural Gas Company has 
been under constant pressure to develop 
new gas reserves. This pressure is great 
because of the tremendous population and 
industrial growth of the area which it 
serves and the constantly increasing de- 
mands for gas. The pressure is made 
even greater by the fact that the company 
must have dry gas reserves available in 
large quantities to utilize effectively the 
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great volumes of residue gas produced in 
in the Permian basin. 

Two processes of recent years have 
been particularly fruitful in the efficient 
development of gas reserves. One of 
these is the use of gas or compressed air 
as a circulating medium in drilling. The 
other is the use of fracing to maximize 
the flow of gas from newly drilled wells. 


| thes many years, “mud’’—a highly spe- 
cialized mixture of water and drilling 
mud and other substances when desired 
by the driller—was used exclusively to 
bring up the cuttings and debris from the 
drill bit. The mud is pumped down 
through the drill pipe, through the bit at 
the bottom, and returns to the surface be- 
tween the drill pipe and the earth, carry- 
ing with it the ground rock from the ac- 
tion of the drill bit. 

In highly porous formations, this drill- 
ing mud would “seal” off the flow of gas, 
stopping it altogether or holding it to a 
minimum. When natural gas or com- 
pressed air is used rather than mud, the 
flow of gas through porous producing 
formation is left unhampered. Naturally, 
mud and gas cannot be used as the circu- 
lating medium in every location. But 
where they are used, well performance is 
much improved. 

“Fracing” has proved to be a tremen- 
dous boon to achieving maximum produc- 
tion from a formation. The problem, once 
a pay zone was drilled, has always been 
to get gas (or oil) to flow through the 
stone to the well bore. Since, under mod- 
ern drilling practices, a single well must 
drain a formation for hundreds of feet in 
all directions, the treating of gas-bearing 
rock to achieve maximum flow through it 
has become extremely important. 

For many years, it was the practice to 
pour acid into a limestone formation and 


to shoot (explode nitroglycerin in) a 
sandstone formation. This shooting a well 
“messed up the hole” as the roughnecks 
say, and led to a recovery of gas that was 
better than no treating at all. 


| of El Paso Natural Gas 
Company developed procedure by 
which water rather than oil is used for 
fracing the pay zone. The use of fracing 
today—whether oil or water is the medi- 
um—has resulted in substantial improve- 
ment in the flow of gas from a field. 

Although both drilling with gas and 
fracing might properly be considered 
drilling techniques, they are mentioned in 
this discussion of production and process- 
ing because they are major steps in pro- 
viding gas service to consumers. The use 
of these two techniques has added sub- 
stantially to the amount of gas which will 
be recovered from known fields. The 
amount of additional gas, which will 
eventually be delivered to consumers be- 
cause of their use, is as significant as if the 
same volume of gas had been discovered 
in new fields. 

All in all, the production and process- 
ing of natural gas represents today the 
use of the most modern techniques and 
equipment to get more gas and to make 
that gas more usable. Without the im- 
proved techniques, without the improved 
purification and dehydration processes, 
without the microwave communications 
to co-ordinate plants, El Paso Natural 
Gas Company could not supply the large 
volumes of gas which are needed by the 
people in the states which it serves. Cer- 
tainly the improved technology of the gas 
industry in the production and processing 
of gas is one more illustration that the in- 
dustry is modern, forward looking, and 
progressive. 

—B. MarsHALL WILLIS 
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AGA President Nominated 


HE American Gas Association last 

month announced the nomination of 
Robert W. Otto, chairman of the board, 
Laclede Gas Company, St. Louis, Mis- 
souri, as president of the association to 
succeed C. H. Zachry, president of South- 
ern Union Gas Company, Dallas, Texas. 
The election was scheduled during the 
thirty-ninth annual AGA convention held 
October 7th to 9th in St. Louis. 

A. W. Conover, president of Equitable 
Gas Company, Pittsburgh, originally was 
slated for the presidency but, because of 
illness, is unable to fill the office at this 
time. He has been nominated for the posi- 
tion of first vice president. Mr. Otto had 
been chosen earlier as the candidate for 
first vice president. 

Mr. Otto, former attorney general of 
the state of Missouri and former member 
of the supreme court of Missouri, joined 
Laclede in 1932 as general counsel. In 
1942, he was made a vice president and 
a member of the board of directors. He 
became president of Laclede in 1947 and 
chairman of the board in 1956. 


Preconference Announcement 


N Thursday and Friday, November 
14th and 15th, the Federal Bar As- 
sociation, in co-operation with The Bureau 
of National Affairs, Inc., will conduct a 
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briefing conference at the Hotel Mark 
Hopkins in San Francisco, California, on 
the subject of water resources. 

Program participants will be members 
and staff of the Federal Power Commis- 
sion, Officials of the Departments of the 
Interior, Agriculture, and Health, Edu- 
cation, and Welfare, employees and offi- 
cers of the U. S. Army Corps of Engi- 
neers, members and staff of pertinent con- 
gressional committees, and representatives 
of private interests. 

The purpose of the conference is to af- 
ford businessmen and their legal advisers 
an opportunity to receive direct explana- 
tion of new government policies and pro- 
grams and legislative proposals. At the 
same time, the agencies concerned will 
benefit greatly by a closer acquaintance 
with the problems of the business commu- 
nity. Subject matter to be discussed will 
cover comprehensive planning for water 
resources; pollution, including desaliniza- 
tion and saline control; power, noncon- 
sumptive versus consumptive, including 
industrial uses; flood control, including 
irrigation and navigation; U. S.-Canada 
relations; and watershed protection. 

Reservations (fees, $50 per person or 
$40 for members of the Federal Bar As- 
sociation) covering the sessions and 
luncheon both days are being taken by the 
Briefing Conference Secretary, 1231 24th 
street, N. W., Washington 7, D. C. 
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Gas Franchise Renewal OK’d 


Bes city council of Fairfielc voted re- 
cently to renew the Alabama Gas 
Corporation’s franchise for another thirty 
years. The present franchise does not ex- 
pire until 1959. But by renewing the fran- 
chise now, Fairfield gets the immediate 
benefit of an additional one per cent of the 
total the company grosses. 

The city now is drawing the 3 per cent 
required by state law. The additional reve- 
nue will amount to about $5,300 per year. 


Gets FPC Permit to Build Dam 


HE Federal Power Commission re- 
cently issued a 50-year license to Ala- 
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Alabama 


bama Power Company, Birmingham, for 
a proposed $37 million hydroelectric proj- 
ect on the Black Warrior river in Ala- 
bama. 

The FPC said Alabama Power will con- 
struct a high earth and rock fill dam at the 
proposed Lewis Smith dam development, 
located at the upper New Hope dam site 
on the Sipsey Fork of the Black Warrior 
river. 

The dam will create a reservoir with 
a usable power storage of 400,000 acre- 
feet. The proposed power plant will have 
an initial installation of 80,000 kilowatts 
and provision has been made for another 
similar unit. 


California 


Gas Rate Increase Granted 


N increase in gas rates which will raise 
bills 9.3 per cent for residential and 
commercial customers of the Southern 
Counties Gas Company was authorized 
last month by the state public utilities com- 
mission. 

The new rates, effective on or after Oc- 
tober 15th, will yield additional gross 
revenue of $6.5 million for the company, 
enabling it to meet operating expenses 
and earn a fair return of 6.5 per cent 


on its investment, the commission said. 

The commission’s decision followed 
thirteen days of public hearings on the 
company’s request for a 10.4 per cent rate 
boost to yield $7,112,000 more revenue. 
The company said it was needed to offset 
higher wages, property taxes, increased 
cost of gas, and other items. 

In arriving at its decision, the commis- 
sion adopted its staff experts’ estimate of 
the company’s rate base, which was nearly 
$7 million lower than the company’s esti- 
mate. 


Colorado 


Rate Increase Application Filed 
 Pigecneveet INTERSTATE GAS COMPANY 

recently announced the filing with the 
Federal Power Commission of a natural 
gas rate increase application amounting to 
$2,553,300. Effective date of the new rates 
sought by the company is February 5, 
1958, the same date on which increased 
rates of Pacific Northwest Pipeline Cor- 
poration become effective. 
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The new rate filing by Colorado Inter- 
state Gas was occasioned by an increase 
sought by Pacific Northwest Pipeline Cor- 
poration which supplies Interstate with a 
portion of its purchased gas supply. Pacific 
Northwest last August filed for a $5.5 
million increase which has been suspended 
by the FPC for the usual five-month 
period. 

Of the amount sought by Colorado In- 
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terstate in its application, $1,817,460 is 


applicable to the Rocky Mountain area. 


The remaining $735,840 will be borne 
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by Natural Gas Pipeline Company of 
America which purchases gas from Inter- 
state for its midwestern market areas. 


Connecticut 


Telephone Rate Boost Denied 


HE state public utilities commission 

recently denied the Southern New 
England Telephone Company a rate boost 
of $9,490,000 a year above its estimated 
level of business for 1957. Instead, the 
commission invited the company to file a 
revised rate schedule that would provide 
$7,490,000, or $2 million less than the 


Southern New England Company request. 

The company asked for increases rang- 
ing from 10 to 12 per cent in resident and 
flat business exchange rates, some ex- 
change reclassifications, increases in indi- 
vidual line message business service and 
semipublic service, an increase of 25 cents 
a month for residence and business exten- 
sion stations, and various other increases. 


Iowa 


May Base Rates on Current 
Property Value 
oe the first major lowa supreme court 
utility rate decision since 1909, that 
court ruled last month that a utility has 
the right to take into consideration the 
present value of its properties in setting 
gas rates. The decision was on an appeal 
by both the Iowa-Illinois Gas & Electric 
Company and the city of Fort Dodge, 
Iowa, from a ruling two years ago by Dis- 
trict Judge Harvey Uhlenhopp. 
Iowa-Illinois had sought permission to 


raise rates for natural gas, a move which 
was in conflict with Fort Dodge’s gas rate 
ordinance. The city council had refused to 
grant a gas rate increase, after which the 
utility got a court order to keep the city 
from enforcing its rate ordinance, and 
started collecting higher rates. 

The state supreme court affirmed a de- 
cision by Judge Uhlenhopp in which he 
said gas rates should be based on “fair 
value,” considering the original cost of a 
utility’s properties along with present 
value, less depreciation. 


New York 


Tariff Amendment Accepted 
HE state public service commission 
recently accepted a tariff amendment 

filed by Long Island Lighting Company, 
effective October Ist, designed to revise 
rules under which charges are made for 
installation of lateral pipe connections to 
properties of future customers. The com- 
pany provides gas service in Nassau and 
Suffolk counties and in part of Queens. 
Under its existing rules, the company 
installs, without cost to the consumer, the 
first 50 feet of service lateral beyond the 
highway limit, with the customer paying 
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the cost of any installation in excess of 
50 feet. Certain other charges are made 
for work performed when the ground is 
frozen and for relaying sod, sidewalks, 
or other paved surfaces removed during 
the installation work. 

Under its new tariff, the company will 
continue provisions of its present tariff 
in effect for new residential customers 
who will use both an automatic water 
heater and also another gas appliance 
whose hourly input rating is not less than 
15,000 Btu or who will use gas exclusive- 
ly for space-heating purposes. 
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Trends and Topics 


Expense of Adjusting Customers’ Appliances When 
Heating Value of Gas Is Changed 


A CHANGE in the heating value of gas, as an incident to a change-over from 
manufactured gas to natural gas or the introduction of a different mix- 
ture, necessitates adjustments in customers’ appliances. A description of the 
performance of a given gas appliance and the problems involved in heating 
value changes were discussed by the New Jersey commission when it con- 
sidered complaints by customers against practices of the New Jersey Natural 
Gas Company (100 PUR NS 97). 

A recent decision by the Wyoming commission, in a rate proceeding involv- 
ing the Cheyenne Light, Fuel and Power Company, deals with one phase of this 
subject. The commission ruled that the expense incurred in adjusting cus- 
tomers’ appliances was reasonably amortized over a 5-year period. The natural 
gas, of a higher heating value, furnished to customers resulted in a benefit to 
them in that it reduced the amount of gas to be purchased in order to secure 
the same heating value as formerly (19 PUR3d 214). 


Company Responsibility 


Gas companies assume responsibility for adjustments as part of the change- 
over program. The Tennessee commission, in authorizing the substitution of 
natural gas for artificial gas, observed that it would be necessary for the com- 
pany to make adjustments of customers’ appliances so that the consumers could 
use efficiently and satisfactorily natural gas of a higher Btu content than the 
manufactured gas being used. The commission expressed the opinion, in accord 
with the policy of other commissions and gas companies, that the utility should 
make all the necessary adjustments without expense to any existing customer 
(29 PUR NS 118). The New York commission said that this cost is an op- 
erating expense to be borne by the company (86 PUR NS 126). 

The expense of improvements not directly related to the change-over must 
be borne by the customer. An illustration of this precept is found ina New York 
case where the commission ruled that a gas utility, converting customers’ ap- 


617 OCTOBER 10, 1957 








PUBLIC UTILITIES FORTNIGHTLY 


pliances from artificial to natural gas, is not required to bear the cost of install- 
ing safety devices on “Sav-U-Time” water heaters—a device for remote control, 
with a pilot light which may go out. The danger of explosion when the pilot 
light is out existed with the use of manufactured gas as it existed with natural 
gas. Conversion to natural gas had nothing to do with the safety or lack of 
safety of the “Sav-U-Time” (93 PUR NS 76). 


Amortization of Change-over Expense 


Expense incurred in adjusting appliances is recognized as a proper operating 
expense, and commissions permit amortization of this expense, as did the 
Wyoming commission in the Cheyenne case mentioned. The Missouri commis- 
sion expressed the opinion that costs incurred in converting from manufactured 
to straight natural gas are not properly chargeable to capital account, but should 
be amortized over a period of years by charges to expense (Re Laclede Gas 
Light Co. Case No. 11,618, September 26, 1949). The Missouri supreme court 
had ruled that the cost of changing customers’ appliances when natural gas is 
introduced for mixing purposes may be charged to operating expenses and 
amortized where necessary, if this has not already been done (22 PUR NS 6). 

Differences in the amortization period are, however, noted in reported de- 
cisions. The Pennsylvania commission, like the Wyoming commission, approved 
a 5-year period (16 PUR NS 65). But a 10-year period has been approved by 
the commission in Wisconsin (92 PUR NS 133) and by the commission (83 
PUR NS 4) and a court (89 PUR NS 177) in the District of Columbia. 

Amortization periods naturally vary with varying circumstances. In the New 
York & Richmond Gas Company case it was said that the period of amortiza- 
tion of the expense of changing over from manufactured to natural gas service 
should not exceed the life of securities issued to finance the change-over, and 
the period should be at least three years (80 PUR NS 63). In a case involving 
the Niagara Mohawk Power Corporation a period of ten years was approved 
in 1953 by the New York commission (100 PUR NS 95), although in 1950 a 
5-year period had been approved when substitution of natural gas was au- 
thorized in a different service area (86 PUR NS 126). 


Termination of Expense Amortization 


The California commission had occasion to rule on the propriety of expense 
allowances for cut-over costs which had been recovered. It denied San Joaquin 
Light & Power Corporation such an allowance when a 3-year amortization 
period was substantially ended at the time of a rate proceeding (PUR1933E 
128). Likewise, in fixing rates for the San Diego Consolidated Gas & Electric 
Company, the commission disallowed a claim for this expense on the ground 
that such an item of expense incurred in the past, like excessive earnings in 
the past, should not be equalized in future years. Costs incident to the change- 
over had not resulted in an excessive burden on revenues, but the company had 
earned more than a 7 per cent return (7 PUR NS 443). 

In the Pacific Gas and Electric Company case, which went to the Supreme 
Court on the question of reproduction cost evidence (21 PUR NS 480), the 
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commission disallowed cut-over expenses on the assumption that net revenues 
would have been adequate if the expense had been charged as incurred (1 PUR 
NS 1). After the case was remanded by the Supreme Court, the district court 
said that this item, incurred in the years 1929 to 1932, had no place in an 
estimate of expenses to be deducted in 1934. The court declared: 


“The company elected to pay the expense necessary to change over their 
customers’ appliances. Such expense may properly be reflected in the going 
concern value of the company’s business but not in its expenses for years sub- 
sequent to the year in which they were actually made.” (26 PUR NS 1.) 





Review of Current Cases 


Allocation Method Required in Determination of 
Intrastate Rates of Interstate Gas Company 


NITED FuEL Gas Company won from 
the West Virginia supreme court a 
reversal of a state commission order (10 
PUR3d 31) granting a_ substantially 
smaller rate increase than the company had 
requested. The court ruled that the com- 
pany, an integrated interstate system, was 
denied the right: to recover from its West 
Virginia gas consumers the just and 
proper portion of its total cost of service. 
Upon review, the company did not chal- 
lenge the commission’s total valuation of 
its property. 

Nor was there any suggestion by the 
commission that the service was in any 
wise inadequate. 

United Fuel produces and purchases in 
West Virginia more than twice as much 
gas as it supplies to customers in the state 
from this source. At a somewhat higher 
cost, it purchases a much greater quantity 
of southwest gas. However, because of the 
way its facilities have been built up over 
the years in the service of both West Vir- 
ginia consumers and customers outside the 
state, it is now uneconomical and imprac- 
ticable for the company to supply West 
Virginia consumers with gas produced 
only in the state. To do so would neces- 


sitate expenditures so great as to result in 
a substantially higher cost of service than 
is presently experienced in using south- 
west gas to supply some of the intrastate 
requirements. 

More than 85 per cent of the entire busi- 
ness of United Fuel consists of interstate 
sales to wholesale customers. It also serves 
consumers in Kentucky and Ohio. To meet 
fluctuations in demand, the company uses 
a number of underground ‘storage pools 
located in West Virginia. It is thus enabled 
to take uniform deliveries of southwest 
gas which it stores for withdrawal and 
consumption during the winter months. 
Gas from West Virginia is stored in two 
of these pools but customers in the state 
receive gas from only one of the two. They 
are also supplied, however, from some of 
the other pools. 


Gas Cost Differential 


The commission had ruled that since 
the company has a supply of local gas 
adequate to meet its local demands, and 
does in fact use such gas as its principal 
supply for local demands, the rates charged 
customers in West Virginia should be 
based on the cost of local gas rather than 
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the cost of southwest gas or of the two 
commingled. 

The court held that this view was not 
supported by the evidence. It was not con- 
tended that this situation was the result 
of any faulty management. To require the 
company to provide gas to West Virginia 
customers at the relatively low cost of gas 
produced within the state, where by rea- 
son of economy and practicality such cus- 
tomers must be supplied from higher- 
priced out-of-state purchases, would con- 
stitute confiscation to the extent of the 
loss thus sustained, the court said. 


Allocation or Separation 


The company contended that the proper 
portion of its production and transmission 
costs assignable to West Virginia business 
should be determined on the basis of the 
ratio between the total cost of the busi- 
ness operated by the entire system and the 
cost of the deliveries of all the gas fur- 
nished to West Virginia consumers dur- 
ing the test year. 

It classified the total costs into demand 
costs and commodity costs. 

The commission had rejected the alloca- 
tion method and instead adopted a segre- 
gation or separations method. It con- 
sidered only that portion of the property 
used in the service of West Virginia cus- 
tomers that was located in the state. The 
evidence showed, however, that large 
quantities of gas were in fact brought into 
West Virginia through the company’s in- 
terstate facilities and supplied to West 
Virginia customers. It was also made clear 
that the company is an integrated system 
with facilities designed to serve all of its 
customers without regard to the location 
of the various areas of consumption. 

There is no inflexible rule which re- 
quires the application in all cases of either 
the allocation method or the segregation 
method, the court stated. Which should be 
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applied, depends on the facts. It was held 
that the allocation method should have 
been applied in this case. It should have 
been made in the proportion that the vol- 
ume of gas used in West Virginia bore 
to the entire volume passing through the 
company’s lines. The action of the com- 
mission in excluding from consideration 
the out-of-state facilities used in the serv- 
ice of West Virginia customers constituted 
confiscation since it deprived the company 
of the right to earn a reasonable return 
on the full fair value of its property de- 
voted to intrastate service. 


Peak Production Costs 


The court indicated that the costs as- 
sociated with a liquefied gas facility de- 
signed and maintained to meet peak and 
emergency capacity requirements, and not 
to produce annual volumes of gas, should 
have been assigned entirely to demand. 
The commission had allocated these costs 
equally between demand and commodity. 
The court also noted that an element of 
demand was associated with the produc- 
tion and purchase of southwest gas. The 
commission was directed to consider the 
proper percentages of the cost of service 
of the company’s various operational func- 
tions to be assigned to demand and com- 
modity. 

The commission’s use of a peak month 
rather than a peak day for the allocation 
of demand costs to consumers was error, 
the court ruled, in view of evidence which 
clearly indicated that the plant of the com- 
pany and its method of operation were 
designed to meet peak-day requirements. 
United Fuel Gas Co. v. West Virginia 
Pub. Service Commission, 99 SE2d 1. 

Upon remand of the case to the com- 
mission, rates in accordance with the 
court’s determination were authorized. Re 
United Fuel Gas Co. Case No. 4125, July 
15, 1957. 
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Immediately thereafter, filings of fur- 
ther increases by United Fuel were sus- 
pended by the commission in an order is- 
sued July 17, 1957, pending investigation. 


A moderate interim increase was author- 
ized on the basis of increased cost of pur- 
chased gas. Re United Fuel Gas Co. Case 
No. 4597, July 17, 1957. 


Commission Cannot Require Wholesale Service from 
Private Carrier Gas Company 


N° CENTRAL Gas CoMPANY is not 
a common carrier but a private car- 
rier and is therefore not subject to the 
jurisdiction of the state commission, the 
Nebraska supreme court ruled. The city 
of Bayard, in a complaint before the com- 
mission, sought an order requiring the 
company to show cause why it should not 
be ordered to serve the city with natural 
gas, and at wholesale rates, in the event 
the city should acquire the company’s 
natural gas distribution system in the 
municipal area. The commission sustained 
the complaint (16 PUR3d 462) and the 
company appealed. 

Under state statutes, the commission 
has jurisdiction over common carriers but 
not over private carriers. The crucial 
question, therefore, was whether or not 
the company was a common carrier. The 
company maintained that it was not. The 
court observed that a common carrier is a 
person or company holding itself out to the 
public as offering its services to all per- 
sons similarly situated and performing as 
its public vocation the services of trans- 
porting passengers or property for a con- 
sideration or hire. On the other hand, a 
private carrier is one which, without mak- 
ing it a vocation, or holding itself out to 
the public as ready to act for all who de- 
sire its services, undertakes, by special 
agreement in a particular instance only, 
to transport property either gratuitously 
or for hire. 

The company carries only gas pur- 
chased by it and sold at retail by delivery 


to ultimate consumers through its own dis- 
tribution systems serving several munici- 
palities. It has never sold gas at wholesale 
or to others for resale. Nor does it want 
to go into the wholesale business as the 
city wishes it to do. 


Stand-by Service Contract 


The company’s supply comes from 
Nebraska fields although it has a re- 
ciprocal stand-by service contract with 
Kansas-Nebraska Natural Gas Company, 
Inc., which will enable either party to de- 
liver gas to the other in an emergency. 
Contrary to the city’s contention, said the 
court, this single contract does not make 
the company a common carrier of natural 
gas and require it to carry gas for anyone 
applying for service. It does not consti- 
tute a holding out to the public as a car- 
rier of gas for a consideration or hire. The 
company is simply a private carrier under- 
taking by special agreement in particular 
instances to transport gas without being 
bound to serve every applicant for serv- 
ice. It merely supplies and sells its own gas 
to ultimate consumers at retail. It renders 
no transportation services for hire. 


Eminent Domain Not Pertinent 


A contention that the company was a 
common carrier because it had exercised 
the right of eminent domain under a state 
statute was rejected as being without 
merit. This statute declares to be a com- 
mon carrier any company carrying gas 
intrastate for a consideration, and it 
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grants such companies the power of emi- 
nent domain. They are placed under the 
jurisdiction of the commission. The court 
pointed out that only companies trans- 
porting gas for a consideration are within 
this statute. It is therefore inapplicable to 
the company in the instant proceeding. 
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Moreover, this company had exercised 
the power of eminent domain as an inter- 
state pipeline, as distinguished from an in- 
trastate pipeline, which it concededly had 
a right to do under another statute. City 
of Bayard v. North Central Gas Co. 83 
NW2d 861. 


Certificate Condition under Natural Gas Act Not to Be 
Nullified by Rate Filing 


A CERTIFICATE condition imposed under 

§ 7(e) of the Natural Gas Act, limit- 
ing allowable rate of return, cannot be col- 
laterally nullified through the filing of a 
rate schedule change under § 4(d), the 
Federal Power Commission held in deny- 
ing an application by Texas Eastern Penn- 
Jersey Transmission Corporation for re- 
hearing on rejected rate filings. 

A condition limiting rate of return to 
6 per cent was imposed upon a certificate 
issued in 1954 authorizing the company to 
lease operating facilities to its parent com- 
pany, Texas Eastern Transmission Cor- 
poration. 

Penn-Jersey filed the lease agreement 
as a gas tariff. It never became effec- 
tive as such, however, in view of the 
fact that a lease agreement is not required 
to be filed as a rate schedule. It does not 
alone constitute either a sales or transpor- 
tation agreement. The company later at- 
tempted to file rate changes affecting the 
leased facilities so as to raise its return to 
6? per cent. 


Condition a Continuing Limitation 


Penn-Jersey contended that it had satis- 
fied the certificate condition by the mere 
filing of a tariff acceptable to the commis- 
sion and that it was unlawfully deprived 
of a statutory right to file a change in its 
rates and to have a hearing. The commis- 
sion disagreed. It observed that the con- 
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dition specifying a 6 per cent rate of re- 
turn imposed a continuing limitation upon 
the company’s right to increase its charges 
to Texas Eastern. This limitation could 
be removed only by securing a modifica- 
tion of the condition. 

The mere filing of a lease agreement al- 
lowing for a 6 per cent rate of return did 
not satisfy the continuing limitation, the 
commission said. Nor did Penn-Jersey 
have a statutory right to file a change in 
rates, for it does not alone, under the lease, 
either sell or transport natural gas in in- 
terstate commerce. 

The company asked for a 6? per cent 
return on a net investment rate base, the 
same as that sought by Texas Eastern. As 
its reason for requesting the same rate of 
return as its parent, Penn-Jersey cited its 
dependence upon Texas Eastern for fu- 
ture financing. 

The commission held that no justifica- 
tion had been shown for the increase but 
thought it appropriate to permit the com- 
pany to show in a proper proceeding 
whether it was entitled to an increase. The 
commission indicated that the rate filing, 
though rejected as such, could be retained 
as an application to amend the certificate 
order and could be consolidated for hear- 
ing along with the parent company’s pro- 
ceeding. Re Texas Eastern Transmission 
Corp. et al. Docket Nos. G-2340, G-2341, 
August 7, 1957. 
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Telephone Rates Reduced Because of Poor Service 


Frat numerous complaints and 
largely unheeded orders to improve 
service, the Georgia commission substan- 
tially reduced the rates of Farmers Tele- 
phone Company so as to make them com- 
mensurate with the poor quality of serv- 
ice provided. The plant is obsolete and 
inadequate. 

The rate reduction will apply for a 60- 
day period, after which the original rates 
will be restored if service has sufficiently 
improved. 

A further reduction may be ordered, 
however, if conditions at the end of 
the period warrant lower rates. The 
commission ordered the company to take 


& 


immediate steps to rehabilitate the entire 
plant, including all necessary replace- 
ments and repairs to outside facilities, as 
well as the installation of telephones and 
central office equipment. Regular reports 
were required. 

Shortly before this decision a dial 
switchboard was installed and dial instal- 
lations were commenced. However, out- 
side plant facilities were so inadequate 
that serious service difficulties remained. 
In these circumstances, rates should be 
made commensurate with the character of 
the service, the commission ruled. Re 
Parker (Farmers Teleph. Co), File No. 
19405, Docket No. 1165-U, July 25, 1957. 


Telephone Company Authorized to Enter Area 
Inadequately Served by Mutual Company 


HE Missouri commission authorized 

the General Telephone Company of 
Missouri to construct facilities and pro- 
vide service through its Columbia ex- 
change in the unincorporated area of Ash- 
land, although this territory was being 
served by a mutual company. Existing 
service was shown to be poor, and the 
equipment in use was entirely inadequate. 
More than half of the subscribers, along 
with a substantial number of nonsubscrib- 
ers, requested that General Telephone be 
certificated in the area. This company in- 
dicated a willingness to expand its system 
to include Ashland. 

The officers of the mutual company con- 
tended that if General Telephone were 
permitted to enter the area, there would 
not be enough subscribers of the mutual 
exchange remaining to provide funds 
necessary to rehabilitate the exchange and 
continue its operation. Rates for service 
through the Columbia exchange system 
would be much higher than the mutual 


company’s switching charge of $1.25. It 
appeared, however, that the great major- 
ity of interested people in the Ashland 
area preferred the Columbia exchange 
service. 


Commission Jurisdiction 


The members of the mutual association 
had voted to ask General Telephone to 
serve their area, but the officers of the as- 
sociation did not act in accordance with 
the vote. A minority of the subscribers 
joined the officers in objecting to the pro- 
posed new service. Observing that it has 
no jurisdiction over the mutual company, 
its service, or rates, the commission 
claimed no power or desire to look into 
this situation except to the extent neces- 
sary to secure information as to the wishes 
of the majority of the public in the area. 
A mutual company is not subject to the 
commission’s authority to see that the 
public is properly served, and the commis- 
sion has no power to require it to improve 
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service. However, each subscriber or mem- 
ber of the association in the instant case, 
together with any other resident of the 
mutual exchange area, was free to seek 
service from another source. 

Under the evidence showing that Gen- 


= 


eral Telephone was willing and able to 
provide adequate service in the Ashland 
area, the commission concluded that this 
company should be granted a certificate. 
Re Smith, Case No. 13,641, August 19, 
1957. 


Electric Rate Increase Allocated to 
Achieve Uniformity 


— Niagara Mohawk Power Corpo- 
ration was authorized by the New 
York commission to increase electric 
rates throughout its entire territory. The 
new rates were estimated to produce $8,- 
225,000 more than the company’s reve- 
nues under its existing rates and billing 
practices. This was $1.7 million less than 
the estimated increase under the rates 
originally filed by the company. 

The increase would not affect all cus- 
tomers uniformly. The bulk of the in- 
crease would be borne by residential and 
commercial users in western New York. 
In the eastern and central parts of the 
state, for most residential customers 
there would be an increase of 10 cents a 
month. The commission pointed out that 


= 


existing residential rates in the western 
division have been substantially lower 
than those in the eastern and central ter- 
ritories for many years. The new tariffs 
would make the residential rates more 
nearly uniform throughout the company’s 
entire system. 

The commission said that while the 
tariff filings, as modified, might be im- 
proved upon, it was faced with a practical 
situation where the evidence disclosed 
that the company was in need of addi- 
tional revenue without undue delay. In 
fact the company had already requested 
the commission to permit it to establish 
temporary rates if the case were to be con- 
tinued. Re Niagara Mohawk Power Corp. 
Cases 18171, 18321, August 27, 1957. 


Extension Rules Govern Construction of New Line 
Needed in Conversion to Dial Service 


HE Missouri commission refused to 

require United Telephone Company 
to construct at its own cost a 12-mile line 
to serve approximately ten customers. 
Under the company’s extension rules, cus- 
tomers are required to contribute to the 
cost of lines which are extended more than 
one-half mile per customer. 

When the company converted to dial 
service under a franchise requirement, 
service over switcher lines had to be dis- 
continued until they could be made metal- 
lic and available for conversion to dial. 
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The ten customers owned the switcher line 
over which they were being served, but 
they apparently did not care to convert 
the line at their own expense even though 
the company offered free supervisory help 
and materials at invoice cost. They urged 
that the company be required to construct 
a line for dial service entirely at its ex- 
pense, notwithstanding the extension 
rules. 


Discrimination Avoided 


The commission ruled that these former 
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customers must choose between building 
a line and securing facilities which will 
entitle them to switcher service at switcher 
rates or make arrangements with the com- 
pany for dial service whereby it will build 
a line and provide facilities under its ex- 
tension rules. To depart from the rules 
and require the company to pay all the 
costs for building the line would result in 
unreasonable discrimination. It would 
increase the rates of all customers in 
order to construct a line to serve a small 
group. The commission recognized the 
necessity of a rule which fairly prescribes 
the conditions under which service may 


e 


be had by a small group of persons located 
at some distance from an exchange with- 
out requiring other customers to sub- 
sidize the service. 

A contention that United was respon- 
sible for the position in which these few 
customers found themselves was rejected. 
The franchise was granted on condition 
that the company convert its system to 
dial operation. The company was there- 
fore forced to make the conversion, which 
of necessity resulted in discontinuance of 
service over the switcher line. Carroll et al. 
v. United Teleph. Co. of Missouri, Case 
No. 13,640, August 12, 1957. 


General Service Customers Rather Than Special Service 
Customers Absorb Natural Gas Rate Increase 


Hts New Mexico commission ap- 
proved a proposed rate increase for 
natural gas service to domestic and com- 
mercial customers. The company did not 
seek an increase for the various specialized 
types of service. furnished under separate 
schedules. The new rates were calculated 
to yield a return of 4.88 per cent. 

In addition to general commercial and 
domestic service the company furnishes 
industrial service, gas engine pumping 
service applicable to gas used in internal 
combustion engines for power pumping 
purposes, gas for drilling purposes, gas 
lift service, and field camp service ap- 
plicable to natural gas used in camps of 
oil companies. Consequently, the commis- 
sion said, the company’s entire operation 
is considerably different from the usual 
operation of the retail distribution com- 


pany. 
Burden of Rate Increase 


The commission considered whether it 
was proper for the company to obtain the 
entire revenue increase from its general 
service customers alone, particularly since 


the company presented no specific analysis 
of the proper allocation of cost of service 
among its several classes of customers. 
However, the record did contain some 
evidence warranting the conclusion that 
the relief sought by the comany was justi- 
fied. 

The record was clear, for example, that 
the company had no significant investment 
in plant and facilities required to render 
the various special types of service. On 
service to the field camps, the company 
provides a service regulator and a meter. 
On drilling gas service it has no invest- 
ment. On gas engine pumping service the 
company has some plant investment re- 
lated to service to two cotton gins served 
from one of its systems, but, otherwise, it 
has no significant investment. On lift gas 
service, the company has no investment in 
plant. 


Cost of Special Service 


The record also indicated that the com- 
pany’s operating expenses related to the 
special types of service were less than those 
related to general service customers. Fur- 
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thermore, the time required to be devoted 
to those special types of service was con- 
siderably less than that required to op- 
erate, maintain, service, and bill general 
service customers. The commission also 
considered the fact that the very nature of 
the special services in the gas production 
area causes such types of service to be un- 
usually responsive to any change in rate. 


e 


This is particularly true as to field camp, 
lift gas, and drilling gas customers. Fur- 
thermore, there was no indication that the 
existing rates for these special types of 
service were inadequate. Rather, the 
record tended to support a conclusion that 
the existing rates were reasonable and law- 
ful. Re Jal Gas Co. (Inc.) Case No. 499, 
August 28, 1957. 


Mandamus to Compel Connection Denied Gas Well Owners 


HE Oklahoma supreme court reversed 

a lower court judgment which had 
issued a peremptory writ of mandamus 
compelling a natural gas company to con- 
nect its transmission line with certain gas 
wells and to purchase and take gas from 
such wells. Where the corporation com- 
mission had exclusive jurisdiction to de- 
termine price and specify terms or condi- 
tions of delivery of gas under a statute 
requiring a gas company operating trans- 
mission lines to connect such lines to gas 
wells in the vicinity, pointed out the court, 
the owners of the gas wells had a plain 
and adequate remedy in the form of a 


“7 


statutory proceeding before the commis- 
sion. The writ of mandamus would not be 
issued where there was a plain and ade- 
quate remedy in the ordinary course of 
the law. 

The court pointed out that it was the 
adequacy of the statutory remedy which 
would prevent mandamus and not the 
mere existence thereof. If the statutory 
remedy was not adequate to enforce or 
protect the rights of the plantiff, it would 
not prevent the issuance of mandamus. 
However, in this proceeding, the statutory 
remedy was adequate. Oklahoma Nat. Gas 
Co. v. White Eagle Oil Co. 312 P2d 879. 


Rates Reduced after Rulings on Return, Rate Base 
Requirement, and Construction Work 


HE Florida commission, upon in- 
vestigating the rates of Florida Power 
& Light Company and finding them exces- 
sive, ordered a reduction to a level which 
will afford a rate of return of 6.98 per 
cent. The company had been earning a re- 
turn of 7.72 per cent based on the rate 
base found by the commission staff. The 
difference in net operating income 
amounted to approximately $2,234,000. 
The company insisted that it required a 
return in excess of 7 per cent on total capi- 
talization in order to attract capital for its 
large expansion program. In this calcula- 
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tion it used total capital outstanding at 
the end of the test year. The commission 
felt, however, that the proper way to as- 
certain earnings on capital would be to use 
the average capital outstanding during the 
year rather than year-end balances. For a 
test year, only the outstanding capital is 
at work, it was noted, and upon that divi- 
dends are paid and the company’s cost of 
money is calculated. On this basis, the 
company’s earnings were 8.17 per cent. 
The earnings on common equity were 
15.78 per cent. 

The staff’s investigation showed that 
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131 electric utilities in the United States 
for 1956 earned 5.80 per cent on total 
capital and an average of 10.56 per cent 
on common equity capital. Besides noting 
the tight money situation, the commission 
recognized that Florida utilities were ex- 
periencing far greater growth than utilities 
in other states. But even so, it was unable 
to accept so great a disparity in earnings. 
Rather than undergo a conventional ad- 
versary proceeding, the company elected 
to acquiesce in rate reductions recom- 
mended by the staff. 


Rate Base Required 


Claiming at least a 7 per cent return on 
total capitalization, Florida Power urged 
that it was unnecessary for the commission 
to determine a rate base and rate of return 
in this case. However, the company did 
submit rate base figures. The commission 
ruled that it must, as a matter of law, de- 
termine a rate base and a rate of return 
when fixing rates, even though the utility 
elects to acquiesce in recommended reduc- 
tions in existing rates. Otherwise the fix- 
ing of rates would be arbitrary. Nor could 
the commission, under its statutory au- 
thority, use total capitalization as a rate 
base upon which to base a reasonable re- 
turn. The utility, its investors, the rate- 
paying public, and the reviewing court, if 
any, must be advised concerning the 
method employed in arriving at reasonable 
rates. 


Storm Damage Reserve 


The storm damage reserve maintained 
by the company, amounting to nearly $7 
million, was excluded from the rate base. 
This reserve will be used in financing an- 
ticipated construction for the year. The 
commission recognized annual accrual as 
a sound business practice and a proper 
charge against operating expenses. But 
since the fund is provided by the rate- 


payer, he should not be required to provide 
a substantial profit on it for the benefit 
of the company. 


Working Capital Allowance 


The utility’s contention for a working 
capital allowance predicated on the current 
cash position was rejected as a method 
“fraught with danger.” Materials and 
supplies were allowed for a 73-day period. 
This was the full average balance main- 
tained in this account for the test year. 
Also, the full average balance maintained 
in the fuel inventory account was allowed. 
Sufficient cash for sixty days’ operating 
expenses was provided, less fuel cost 
(otherwise provided), storm damage ex- 
pense, and interchange of power, neither 
of which latter items required any immedi- 
ate cash outlay. 

A deduction from working capital was 
made for federal income tax accruals and 
deferrals which were not required im- 
mediately for income tax payments. This 
amounted to 173 per cent of currently pay- 
able income taxes, since the company has 
seventeen months in which to pay twelve 
months’ taxes, together with the entire 
amount of income deferred beyond the 
tax year. 


Construction in Progress 


Construction designed to reach new cus- 
tomers was not permitted to be included 
in the rate base on the ground that present 
customers should not be required to pay a 
return on property intended to serve fu- 
ture customers. To include this item would 
necessitate estimating potential revenues 
and expenses applicable to the new plant. 
Such estimates would be an unsound basis 
for determining the new plant’s contribu- 
tion to over-all earnings, the commission 
said. 

It was held that construction work in- 
tended to replace worn or outmoded equip- 


OCTOBER 10, 1957 





PUBLIC UTILITIES FORTNIGHTLY 


ment should not be included in the rate 
base because its inclusion would require 
the customer to pay a return on excess 
plant. If the one is included, the other 
would have to be retired. 

However, construction designed to im- 
prove present service but not replacing old 


& 


equipment was included. There was also 
construction work in progress involving 
minor jobs on which interest during con- 
truction was not charged. This work was 
included in the rate base. Re Florida 
Power & Light Co. Docket No. 5098-EU, 
Order No. 2515, August 22, 1957. 


Synthetics Used in Textile Industry Cause Special 
Commodity Classification 


ieee United States district court up- 
held an Interstate Commerce Com- 
mission order granting a motor carrier 
authority to transport synthetic products 
in lieu of, or with, the woolen products 
it was originally certified to transport, in 
order to meet the changing needs of the 
textile industry throughout its area of 
service. The commission ruled that a new 
commodity classification—namely, syn- 
thetics in substitution for or in combina- 
tion with wool—which affects the entire 


€ 


textile industry, does not violate due proc- 
ess where previous proceedings had been 
conducted with notice to the motor carrier 
industry giving the commission power to 
establish special commodity carriers when 
necessary. The right to tailor commodity 
classifications to fit existing and reason- 
ably foreseeable needs is inherent in the 
commission even to the extent of author- 
izing services more extensive than asked 
for by acarrier. A. B. & C. Motor Transp. 
Co., Inc. v. United States, 151 F Supp 367. 


Permit for Sight-seeing Tours 


HE New York commission granted 

an application for a contract carrier 
permit to operate sight-seeing or pleasure 
tours from New York city to points and 
places in the state, subject to certain con- 
ditions. Commenting on the protests of 
existing carriers, the commission said 
that bona fide sight-seeing or pleasure 
tours have few of the characteristics of 
an omnibus line and are competitive with 
omnibus lines, if at all, only to a minor 
extent. 

However, most of the operations of 
the applicant were not tours in any ordi- 
nary sense of the word. The word “tour,” 
as commonly defined and used, means a 
rambling or circuitous journey in the 
course of which a number of places or 
things of related interest are visited or in- 
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spected. One makes a tour of something, 
not to something. 

With a few exceptions the so-called 
tours operated by the applicant during 
the past three years under an interim per- 
mit were merely round trips to some point 
of interest. The inclusion of some activity 
at the destination did not make them 
tours, said the commission. Some had 
been operated with such frequency or reg- 
ularity as to at least closely approach om- 
nibus line service. 

It did not follow though that the appli- 
cation was to be denied. On the contrary, 
said the commission, the evidence indi- 
cated that there were many points of in- 
terest which were not readily accessible 
from New York city by existing means 
of public transportation. There was a 
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popular demand for the type of service 
which the applicant had been providing. 
The evidence further indicated that traf- 
fic for the service had to be developed 
through advertising and that in general it 
was not competitive with omnibus service. 


Restriction of Operations 


The conditions imposed on the appli- 
cant were designed to eliminate possible 
abuses arising from the service. No pas- 
sengers were to be picked up outside of 
New York city. No passengers were to 
be transported who had not contracted 


for their return to New York city. 

Passengers were not to be transported 
to the same point or place more frequent- 
ly than once a week, and trips were not 
to be operated on a fixed schedule as to 
either time or place. Where there was di- 
rect omnibus service pursuant to a certifi- 
cate of convenience and necessity issued 
by the commission between New York 
city and the proposed destination of a trip, 
a special permit was to be obtained from 
the commission by the applicant. Re Bing- 
ler Vacation Tours, Inc. Case 20447, 
July 15, 1957. 


New Company Authorized to Furnish Gas Service 


HE New Mexico commission author- 

ized a newly formed corporation to 
construct and operate a natural gas sys- 
tem in the city of Raton and adjacent 
areas. Prior to incorporation the petitioner 
had been a partnership engaged in the sale 
and delivery of liquefied petroleum gas in 
bulk and by tank pursuant to a franchise 
and certificate. Evidence indicated that the 
cost of natural gas to the consumer would 
compare favorably with the other major 
fuels available. 

There was a widespread demand for 
natural gas service sufficient to warrant a 
finding of public convenience and neces- 
sity. Concurrently the commission au- 
thorized abandonment of the liquefied 
petroleum gas business. 


Gas Supply 


The company proposed to obtain its en- 
tire supply of natural gas from Colorado 
Interstate Gas Company, a pipeline com- 
pany subject to the jurisdiction of the 
Federal Power Commission. The parties 
have agreed upon the major terms of that 
transaction. They proposed to enter into 
written agreements as soon as the com- 
mission should approve the project. Colo- 


rado would apply to the Federal Power 
Commission for authority to supply the 
new company. In view of these contin- 
gencies the certificate award was made 
subject to appropriate provisions for the 
protection of the public interest. 


Financing Arrangements 


The company had commitments for 
long-term financing as well as for interim 
financing. However, the record relating to 
the company’s proposal for financing the 
estimated capital cost of the project was 
not sufficiently definite to establish the 
specific source of funds which would be 
required beyond the debt financing for 
which commitments had been obtained. 
Accordingly the commission approved the 
proposed debt financing but deferred con- 
sideration of further financing and re- 
tained jurisdiction to consider future ap- 
plications for the authorization of securi- 
ties. 

It said that its duty to safeguard the 
public interest with respect to the issuance 
of securities by a newly organized cor- 
poration proposing to engage in the pub- 
lic utility business can be no different than, 
and certainly no less than, its duty as to the 
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issuance of additional securities by a pub- 
lic utility already in operation. 


Operating Results 


The company submitted an analysis re- 
flecting the anticipated results of opera- 
tions over the first 5-year period. This 
study indicated that the proposed opera- 
tion would yield net operating revenues 
which would be sufficient to meet the sys- 
tem’s debt service requirements and pro- 
vide a small return on equity beginning 
with 1960 operations, that the return on 
equity should thereafter show a slow but 
stable increase, and that the proposed op- 
eration, on the basis of cash flow, would 
generate sufficient funds to meet debt serv- 
ice requirements, except during the first 
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year’s operations. The commission said 
that this anticipated deficiency in cash flow 
must, of course, be met by the organizers 
of the corporation. 

The commission was satisfied from the 
record that the proposed operation, after 
a reasonable period of time, should enable 
the company to meet its operating expenses 
and other operating revenue deductions 
and provide a reasonable return upon the 
investment in plant sufficient to enable the 
company to meet debt service requirement 
and provide a return on equity sufficient to 
enable the company to attract additional 
capital necessary to meet the demands of 
growth. Re Peryatel (Northern New 
Mexico Gas Co.) Case No. 487, August 
26, 1957. 


Nonperformance of Contract Obligation Basis for 
Denial of Refund 


teehee between an electric com- 
pany and a consumer recited that the 
consumer was using direct current at a 
store, and if the consumer converted all 
present loads from direct current to alter- 
nating current before a specified date, the 
company would refund to the consumer 
the difference between the alternating cur- 
rent charge and the higher charge for di- 
rect current service. The Kansas City 
court of appeals held that, in order to be 
eligible for the refund, the customer was 
required to convert all direct service equip- 
ment at such address before the date fixed. 
Merely moving the store to another loca- 
tion at which only alternating current 
equipment was used did not constitute per- 
formance of the consumer’s obligation 
under the contract so as to entitle him to 
the refund sought. 


Construction Rules 


The court pointed out rules of law gov- 
erning contract construction. The cardi- 
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nal rule to be observed in construing a 
written contract is to ascertain and give 
effect to the intention of the parties un- 
less it conflicts with some positive rule of 
law. Greater regard is to be had to their 
clear intent than to any particular words 
they may have used in attempting to ex- 
press it. 

The rule that if a contract is ambiguous, 
it must be construed most strongly against 
the party preparing it, is applicable only 
when all other means of construction fail. 
The language of a contract will be given 
its ordinary and useful meaning unless it 
is clear that some special or peculiar 
meaning was intended by the parties. 

The entire contract must be considered 
in determining the meaning of each part, 
and effect should be given to every part 
of the contract if that is reasonably possi- 
ble. 

Where the language of a written con- 
tract is not clear, the court may consider 
the situation of the parties and the sur- 
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contract was executed. Katz Drug Co. v. 


rounding circumstances at the time the 
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Kansas City Power & Light Co. 303 
SW2d 672. 


Nonadversary Investigation Not Sufficient Proceeding 
To Revoke Motor Carrier’s Permit 


NONADVERSARY proceeding was 
brought by the Idaho commission 
against a motor carrier to determine 
whether the carrier was entitled, under 
the “grandfather clause,” to all of the 
authority contained in its permit and 
whether it was operating over the whole 
of its route. Upon failure to appear and 
submit information to the commission the 
carrier’s permit was revoked. 


The Idaho supreme court reinstated 
the permit and held that where a commis- 
sion seeks to revoke, there must be defi- 
nite charges that the holder has violated 
or refused to observe an order, regula- 
tion, or some applicable state law. A per- 
mit is a valuable property right and can 
only be revoked as provided by statute. 
Allied Van Lines v. Idaho Pub. Utilities 
Commission, 312 P2d 1050. 








Petroleum Products Pipeline Certifi- 
cate. The Illinois commission granted, an 
application for a certificate of public con- 
venience and necessity to construct, main- 
tain, and operate “a petroleum products 
pipeline where no existing pipeline in the 
area had available space to render the pro- 
posed service, there was a need for addi- 
tional service, and public convenience and 
necessity would be served, since the con- 
struction and operation of the line would 
make markets more readily available to 
state refiners, producers, and royalty own- 
ers, and would be a material benefit to the 
public by making petroleum products 
more readily available at the points where 
they were needed. Re Ohio Oil Co. No. 
44358, August 14, 1957. 


Gas for Irrigation. The Oklahoma su- 
preme court ruled that a statute requiring 
a natural gas producer to provide gas for 
irrigation purposes and authorizing the 
commission to fix prices, terms, and con- 
ditions of such service, though the pro- 


Other Recent Rulings 






ducer had not dedicated its property to 
such use, would, if enforced, constitute a 
taking of property without due process of 
law. Phillips Petroleum Co. v. Oklahoma 
Corp. Commission et al. 312 P2d 916. 


Restoration of Telephone Service. The 
Illinois commission directed a telephone 
company to restore service to a complain- 
ant where the evidence did not sustain the 
company’s position that the telephone had 
been used for unlawful purposes in viola- 
tion of its tariff. Casto v. Illinois Bell 
Teleph. Co. 44308, August 15, 1957. 


Injunction against Rental Agencies 
Denied. The United States district court 
denied an injunction restraining the rent- 
al of a truck and the services of a driver 
from two separate corporate rental agen- 
cies and held that for private carriage of 
goods by persons not common or contract 
carriers there is no obligation upon a car- 
rier of his own goods to hire his own 
driver or use his own truck. Interstate 
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Commerce Commission v. Vincze et al. 
151 F Supp 449. 


REA Projection Studies Adopted. For 
the purposes of a telephone rate proceed- 
ing, the Georgia commission adopted a 
projected plant investment study and a 
revenue forecast prepared by the Rural 
Electrification Administration in connec- 
tion with a loan to the telephone company. 
Re Standard Teleph. Co. File No. 19322, 
Docket No. 1114-U, July 30, 1957. 


No Rehearing on Little Inch. Finding 
that no new facts or principles of law 
were presented, the Federal Power Com- 
mission denied an application by barge 
operators for rehearing of its order (19 
PUR3d 76) which in effect approved the 
conversion of the Little Inch pipeline for 
the transportation of petroleum products. 
Re Texas Eastern Transmission Corp. et 
al. Docket Nos. G-2503 et al. August 9, 
1957. 


Rehearing Inappropriate. The Federal 
Power Commission sustained a secretari- 
al rejection of an application by a natural 
gas company for rehearing of a commis- 
sion order which rejected a notice of 
withdrawal of filed rate changes, since 
the order was not a final one and did not 
dispose of the merits of the proposed 
changes. Ie Sunray Mid-Continent Oil 
Co. Docket No. G-11992, August 22, 
1957. 


Water Company Return. The New Jer- 
sey commission approved an over-all wa- 
ter company return of 6.15 per cent, with 
6.19 per cent for the water department 
and 6.07 per cent for the sewer depart- 
ment. Andrus et al. v. Packanack Utilities 
Co. Docket No. 9107, July 17, 1957. 


Discontinuance of Open Agency Sta- 
tion. The Missouri commission granted a 
railroad’s application for authority to dis- 
continue an open agency station, except 
during four months of the year, upon a 
showing that, although the station had 
been operating at a profit, public conven- 
ience and necessity no longer required 
year-round operation. Re Missouri P. R. 
Co. Case No. 13,681, August 16, 1957. 


Nonexempt Commodity. The United 
States court of appeals, in upholding a de- 
cision finding a carrier guilty of willful 
falsification of its drivers’ records, de- 
clared that the transportation of milk 
products only does not exempt a carrier 
from complying with ICC regulations rel- 
ative to qualifications and hours of service 
of employees. A. W. Hawkins, Inc. ». 
United States, 244 F2d 854. 


Civilian and Military Transportation 
Rates. The United States court of claims 
held that a railroad which transports 
scrap steel sold by the Maritime Commis- 
sion to steel companies is allowed to re- 
ceive commercial rates based on the per- 
centage of steel produced by the compa- 
nies and devoted to civilian use, and the 
land-grant rates based on steel used for 
military purposes. Chicago, R. I. & P. R. 
Co. v. United States, 151 F Supp 734. 


Discontinuance of Railroad Branch. 
The United States district court upheld 
an order of the ICC authorizing a rail- 
road’s abandonment of a branch line 
where the evidence supported the finding 
that continued operation of the branch 
would impose an undue burden upon the 
railroad and interstate commerce. Village 
of Candor v. United States, 151 F Supp 
889. 
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unit is accidentally operated. 
Powerupter switches are also 
available in combination with fuses 
...in voltage ratings from 7.5 thru 
34.5 kv with 600 amp. interrupting 
capacity, and continuous current 
ratings of 400, 600, 1200 and 2000 
amperes. For further information, 
write Delta-Star Electric Division, 
H. K. Porter Company, Inc., 2437 
Fulton Street, Chicago 12, Illinois. 








A. Powerful high 

speed trip device 

draws moving 

contact with fol- 

lower in straight ii 

line. Speed of operation independent of 
switch speed. 

B. Arcing chamber lined with gas evolving 
material encloses both stationary and mov- 
ing contacts. 

C. Follower of gas-evolving material, drawn 
up into arcing chamber fo insure rapid ex- 
tinction for all current values. 

D. Exhaust chamber muffler confines and 
cools exhaust gases released from inter- 
rupting chamber. 








eK. PORTER COMPANY, INC. 


DELTA-STAR ELECTRIC DIVISION 


Divisions of H. K. Porter Company, Inc.: Cleveland, Connors Steel, Delta-Star Electric, ‘Henry Disston, Leschen Wire Rope, 
Queker Rubber, Refractories, Riverside-Alloy Metal, Vulcan Crucible Steel, W-S Fittings, H. K. Porter Company (Canada) Ltd. 
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program includes two major gas main 
installations required to make addi- 
tional gas available to various sections 
of the company’s territory, the largest 
being the construction of a sixth 
“gate” station and 123 miles of 26 
inch diameter main to provide more 
gas for the rapidly growing southern 
metropolitan area of Baltimore. A 
major project scheduled for 1958 in- 
volves the extension of the 26 inch 
Manor Gate station main approxi- 
mately eight miles to the rapidly 
growing eastern metropolitan area. 
One indication of the rate of growth 
of the company’s gas business is 
shown by customer expansion during 
the past five years when more than 
54,900 new gas customers were added 
to the company’s lines, including 11,- 
600 added in 1956. The volume of gas 
sold almost trebled during the thirty 
years ending in 1949; natural gas was 
introduced in 1950 and the volume of 
gas sold in 1956 more than trebled 
the volume sold in 1949, 


Boston Gas Company (Boston, 
Mass. ), is planning a 1958 capital ex- 
penditure program of approximately 
$3,000,000. Of this amount gas mains, 
gas services and gas meters account 
for about $2,300,000. The company 
expects to change two carburetted 
water gas sets to oil gas at an ex- 
penditure of approximately $200,000. 
In addition to the capital expenditure 
program, a limited conversion pro- 
gram is planned to increase the heat 
value in its mixed gas area from 640 
Btu to 800 Btu, the cost of which con- 
version is estimated at $4,500,000. 


The Brooklyn Union Gas Com- 
pany (Brooklyn, New York), plans 
to spend $11,679,000 on construction 
in 1958 as follows: 
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Industrial Progress 


Central Illinois Light Company 
( Peoria, Ill.), reports that 1958 plans 
generally are as follows: 

1. Normal replacement of existing 
lines and services. 

2. Extension and bolstering of ex- 
isting intermediate pressure lines. 

3. New business extensions into 
subdivisions in areas adjacent to its 
distribution systems. 

4, Any new developments in terri- 
tory not presently served will hinge 
on securing an additional gas supply. 

5. Test drilling will begin in an at- 
tempt to try to locate an underground 
storage field. 


Central Illinois Public Service 
Company (Springfield, IIl.), esti- 
mates that gas utility construction ex- 
penditures in 1958 will total approxi- 
mately $1,250,000. In addition to ex- 
pansion and improvement of the 
various distribution systems, major 
projects consist of 16 miles, 6 miles, 
and 4 miles of 6 inch gas transmission 
lines at a total estimated expenditure 
of $500,000. 


The Columbia Gas System, Inc. 
(New York, N. Y.), reports that the 
1958 construction program for the 
System companies has not been com- 
pleted in detail but it is estimated that 
the total investment will be in the 
neighborhood of $100,000,000. 

The major projects will include the 
following : 

Construction of a hydrocarbon ex- 
traction plant, a fractionation plant 
and a pipeline to transport liquid hy- 
drocarbons between the two. The ex- 
traction plant is designed to recover 
the heavier hydrocarbons from 170,- 
000,000 cubic feet of gas per day 
from rich natural gas streams in Ken- 
tucky and West Virginia. 

The System companies expect to 
drill 246 new wells into Appalachian 

(Continued on page 38) 
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gas sands and 55 wells to oil produc- 
ing formations. 

New underground storage fields 
will be activated in Ohio and West 
Virginia and others will be extended 
in the same states. 

About 4400 horsepower will be 
added to compressors in West Vir- 
ginia. 

Estimates indicate that 38,000 resi- 
dential and commercial customers will 
be added to the System’s lines in 1958 
and that approximately 55,000 new 
heating customers will be added. 


Consolidated Edison Company of 
New York, Inc. (New York, N. Y.). 


INDUSTRIAL PROGRESS—( Continued) 


whose 1957 construction budget in- 
cluded expenditures of $7,245,000 for 
gas operations, expects to spend ap- 
proximately $6,500,000 for similar 
purposes in 1958. Completion of Con 
E-dison’s five-year natural gas conver- 
sion program in 1956 has reduced the 
necessity for large expenditures on 
the gas system. Investment in this sys- 
tem for the foreseeable future will be 
limited to extensions of the gas dis- 
tribution system to accommodate load 
growth and new business. As a result, 
about $6,250,000 of next year’s an- 
ticipated expenditures will be for gas 
distribution plant. Approximately $1,- 
750,000 will be spent on meters and 











Dated September 1, 1957 


BLYTH & CoO., INC. 


GOLDMAN, SACHS & CO. 


WHITE, WELD & CO. 


September 17, 1957. 





This announcement is neither an offer to sell nora solicitation of an offer to 
buy any of these Bonds. The offer is made only by the Prospectus. 


$50,000,000 


Niagara Mohawk Power 
Corporation 


General Mortgage Bonds, 4:% Series 
due September 1, 1987 


Interest payable March land September lin New York City 


Price 100.867% and Accrued Interest 


Copies of the Prospectus may be obtained from only such of the 
undersigned as may legally offer these Bonds in compliance 
wiih the securities laws of the respective States. 


MORGAN STANLEY & CO. 


DREXEL & CO. 


SCHOELLKOPF, HUTTON & POMEROY, INC. 


FRANCIS I. duPONT & CO. 


Due September 1, 1987 


GLORE, FORGAN & Co. 
KIDDER, PEABODY & CO. 


SMITH, BARNEY & CO. 
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regulators, and about $4,500, 
mains and services. 









The Dayton Power and 
Company (Dayton, Ohio), pr 
to spend approximately $3, |54, 
the expansion and improve: ient 
facilities. The major port:on ; 
amount will be necessary to p 
gas toa rapidly expanding resid 
commercial and industrial :nark 
major project is contempl: ted, 


El Paso Natural Gas 
(El Paso, Texas) was au’ 
the FPC on December 1°, 19 
sell and deliver 150,000,00) 
per day of gas, half of whichi 
delivered to the Southern Cali 
Gas Company and Southern 
Gas Company and the otier } 
Pacific Gas and Electric Con 
The facilities required by the 
pany for this delivery are expe 
cost $80,346,000. 

In addition, El Paso has cuy 
an application with the FIC t 
delivery of another 150,000,006! | 
feet to the Southern Californj 
companies and PG&E, the fa 
for which delivery are estima 
cost approximately $105,000,0) 

Moreover, EF] Paso has filed; 
plication with the IPC to cov¢ 
of 100,000,000 cubic feet per ( 








- 2 ° wr. ae 





ots" 


Bite 


the Southern California Edison = 
pany, facilities for which delive pe 
expected to cost $53,951,000, = 
The facilities required by FE ~ 
for transportation and _ delive = 
these quantities of gas consist 
cipally of 434 miles of main , 
mission pipe line, 116,700 horse " 
of mainline compression, 553 mi i 
field pipe line and 62,070 horse = 
of field compression. In ad be. 
to these commitments, FE] Paso ™ 
preliminary agreement — with 
Southern California gas con 
covering the sale of another 20 g 


000 cu. ft. per day of gas, to! 
tained from Canada for deliv4 
the California-Nevada border { 
point in Idaho on the line of th 
cific Northwest Pipe Line Co 
System. No application has ye 
made to the FPC for revuist 
ernmental authorization. 
Pacific Northwest Pipeline. 
pany (which is an El] Paso 4 
subsidiary) is currently eng@ 
expanding its delivery «apac 
714 million cubic feet pe> dat 
sisting of 639 million cubic f 
capacity. The estimatec coll 
cost of such expansion, involvi 
marily the construction of oné 


(Continued on page 40) 
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-C. H. ZACHRY, President 





























Standing tall against the horizon, these 
Southwestern skyscrapers symbolize the 
contributions of the natural gas industry to 
the ease and comfort of modern living. 


After 28 years of public service in the 
Southwest, Southern Union Gas Company 
today supplies natural gas to 300,000 cus- 
tomers ... domestic, commercial and indus- 
trial...in 65 towns and cities in Texas, 
New Mexico, Colorado and Arizona, with a 
population in excess of one million people. 
Serving an area now on the threshold of its 
greatest development, Southern Union has 
grown with the Southwest...and has 
helped the Southwest to grow... by pro- 


viding dependable, convenient, economical 





natural gas service. 


southersilJunion @uas 


oe 


Headquarters: DALLAS, TEXAS 
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SAFE 


OPERATING 
PRACTICE 


Connecting services safely, 


without loss of gas has been a prime 


vas 
gas 


requisite to the great majority of gas 
utility management. The Mueller No- 
Blo Method, now in wide use through- 
out the gas industry, has proven to 
be a simple safe procedure for making 
service connections, running laterals, 
making stop-offs and other jobs in a 
safe No-Blo manner, without escape 
of gas. 

A complete line of No-Blo fittings 
and drilling machines and line stopper 
a gas 
utility company to perform its work 


units of varying sizes permits 


in a safe manner. 


If you are unfamiliar with the 
Mueller No-Blo Method and its re- 
lated equipment, contact your local 
Mueller Representative. He will be 
happy to refer you to other com- 
panies who are taking advantage of 
Safe Operating Practice by using 
Mueller No-Blo machines and fittings. 
Or write for the free ““How To” book 
—"‘Safe Operating Practice’’—it tells 
and shows pictorially how you can 
benefit the Mueller No-Blo 
Method. 


with 


MUELLER CO. 


Dependable Since 1857 


MAIN OFFICE & FACTORY DECATUR, ILLINOIS 





| (West Palm 


| that total construction investment for 


/ in 1958, 





INDUSTRIAL PROGRESS—( Continued) 


pressor station, sales laterals and gath- 
ering lines, and the cost of drilling 
and completion of approximately 96 
wells, is approximately $30,000,000. 

In order to provide additional 
service sought by Colorado Interstate 
Gas Company, it will be necessary for 
Pacific Northwest Pipeline to enlarge 
four of its compressor stations by an 
aggregate of 22,500 horsepower and 
to enlarge its gasoline extraction 
plant, at a total estimated cost of $9,- 
200,000. In addition, further sums 
would be required at an early date to 
connect new gas supplies, lay addi- 
tional gathering lines and drill addi- 
tional wells earlier than would other- 


| wise be required. 


Florida Public Utilities Company 
seach, Fla.), reports 


1958 is expected to be approximately 


| $50,000. If the proposed natural gas 


line into South Florida is completed 
investment will be much 
higher than this amount. 


Gas Light Company of Columbus 
(Columbus, Ga.), anticipates their 
construction program for the fiscal 
year beginning September 1, 1957 will 
amount to $745,000. This amount is 
allocated as follows: 


Estimated cost of mains, services 
and meters to serve new cus- 
tomers 

<stimated cost of improvements 
to distribution system 

<stimated cost of complete addi- 
tion to service building and 
warehouse ($34,000 previous- 
ly expended) 

“stimated cost to complete sec- 
ond propane air peak shaving 
plant ($53,000 previously ex- 
pended ) 

<stimated cost of general plant 
equipment and fixtures 


$290,000 


307,000 


Total $745,000 
It is estimated that 1,700 new cus- 


| tcmers will be added. 


Haverhill Gas Company (Haver- 


hill, Mass.), expects to spend about 


$400,000 in 1958 on additions to plant, 


mostly distribution facilities. 


Laclede Gas Company (St. Louis. 
Mo.), reports that expenditures for 
new construction amounted to ap- 
proximately $12,000,000 by the end 
of the fiscal year, September 30, 1957. 
Expenditures for extension of dis- 
tribution facilities and general plant 
equipment totaled $9,500,000. Further 
development of underground storage 
required $2,500,000. 

Construction expenditures for 1958 
are estimated to reach $11,300,000. 
Construction of distribution facilities 


to serve new customers and re 
the system, in addition to cons; 
of general plant and pure 
equipment will amount tc $9. 
Continued development , 
ground storage and furth: 

of the project will amoun 


000. 


Milwaukee Gas Ligh: Cy 
(Milwaukee, Wis.), offic 
an outlay of approxima’: 
000 for constructing mai: 
to growing suburbs and ; 
main replacement and i 
during 1958. 

Among major proje:ts 
plated are extensions of . 
in the neighborhoods of S i 

send and Port Washiny 
which are rapidly growin: ¢ 
ties in the northern portion 
company’s service area. “ome 
feet of six and eight inch line 
laid. 

Other projects include sup) 
service lines into the large, ne 
waukee county Zoo and intoa 
million dollar shopping center 
the western fringes of the met 
tan district. 


Missouri Natural Gas Co 
(Farmington, Mo.), plans to 
about $1,250, 000 for new constt 
during the twelve months endit 
tember 30, 1958. During the 
year ending September 30, 14 
company expended close to § 
000 for new construction. This 
a total of $2,250,000 for the 
1957 and 1958. This expense wi 
vide facilities to serve four nei 
munities and take care of 
growth in the company’s preset 
munities. 


New England Gas and E 
Association (Cambridge, } 
and subsidiary gas companies § 
to spend $2,600,000 in 1958 af 
construction projects consisting 
cipally of minor improvements 
isting production plants and ext 
of the distribution systems to 
new customers. 


New Jersey Natural Gas 
pany (Asbury Park, ». J.), 
to spend $2,700,000 for const 
during fiscal 1958. The n ajor, 
is a 26 mile, 8-inch tran: miss 
required to meet growth in tht 
pany’s service area. 


New Orleans Public 5ervié 
(New Orleans, La.), es! imate 
its gas department const eructi 

(Continued on pa e 42) 
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New Jersey 
A®& is preferred by the best of cooks! 





Today — more than ever more 
people are enjoying all seven ways 


of using Public Service gas! 








PUBLIC( SERVICE 














SAVES YOU TIME, 
WORK AND MONEY 





INDUSTRIAL PROGRESS—( Continued ) 


penditures for the year 1958 will be 
as follows: 


Replacement and additions to 
gas meter and regulator re- 
pair shop, garage, and store- 
room buildings ~ 

Mains, services, meters and 
regulators for ‘both service to 
new customers and for in- 
creasing capacity to meet ad- 
ditional customer demands .. $ 

Replacement of mains 
services 

All other distribution and gen- 
eral plant 5 


543,000 


720,000 
470,000 
197,000 
Total 


Northern Illinois Gas Company 
(Aurora, Ill.), reports that its con- 
struction program for the four-year 
period 1957-1960, as now scheduled, 
calls for the expenditure of approxi- 
mately $75,000,000. The outlay was 
expected to be about $21,000,000 in 
1957, $20,000,000 in 1958 and $17,- 
000,000 in each of the years 1959 and 
1960. It now appears, principally be- 
ceuse of the somewhat slackened pace 
of new home building in northern II- 
linois and postponement of its pro- 
posed propane cavern storage proj- 
ects, that 1957 expenditures will fall 
short of the estimate. However, new 


home building demands remain at a 
relatively high level, and, in 1958, con- 
struction work will continue to consist 
largely of main extensions and con- 
nections to serve the large number of 
new customers expected to be added. 
In addition, the construction program 
will provide further increases in sys- 
tem capacity to supply the continued 
and anticipated further growth of the 
company’s house-heating — business. 
The program, as now planned, does 
not include any possible outlays for 
major supply or storage facilities. The 
company is currently in the process of 
reviewing this program and, as cus- 
tomary, extending it for another year. 


Northern Natural Gas Company 
(Omaha, Neb.), has filed with the 
Iederal Power Commission an appli- 
cation seeking authority to construct 
facilities to bring natural gas service 
to an additional 213 communities in 
the Northern Plains. If approved, this 
would bring the total number of 
Northern Plains communities being 
served by Northern to 597. The 213 
additional communities are the most 
Northern has ever filed for ina single 
application. 


Only 7 to 10 Minutes to Renew 
Service Life of New Gate Valve 


sags seat rings in Fairbanks patented Renewable Seat 
Gate Valves without removing valve body frem line. 
For the first time in valve history, you can replace the seat rings in 
a renewable seat ring gate valve, under all normal conditions, in less 
than 10 minutes, using just a screw-driver and with the valve body 
still installed in the line through an exclusive and patented develop- 


Ring 





ment of The Fairbanks Company. 


Fairbanks new 200 pound steam working pressure gate valves, avail- 
in the rising and non-rising stem 
construction, have been field tested for over two years under all 
conditions from steam to corrosive liquids and have proven com- 


able in sizes 42” through 2” 


pletely satisfactory—absolutely dependable. 


FREE: Brochure, complete with details and specifications, yours 


without charge. Write today. 
® THE 
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Fairbanks ie: 


393 Lafayette Street, New York 3, N. Y. 
Branches: New York 3 « Boston 10 « Pittsburgh 22 « Rome, Georgia 
Valves « Trucks « Casters « Wheels « Dart & “PIC” Unions 

















523 Atlantic Ave., 


Northern proposes to iner 
daily system salable cap:city 
million cubic feet. Of this, 47 
is earmarked for communities 
attached to the pipeline -ystey 
ing 102 million for the ad litiog 
munities. This would increase 
ern’s total daily salable c¢:pacif 
approximately 1.19 billion to 
lion cubic feet. Such at in 
capacity would require the 
tion of 365 miles of main fig 
1090 miles of branch line, 1 
border stations, 20 new con 
engines and the conversion of 
cempressor units. 

The additional main line pip 
counted for by 152 miles of 
loops and 213 miles of sain} 
tensions. 

The estimated cost of the ad 
facilities is $65,662,000. 


Ohio Gas Company 
Ohio), announces that const 
plans for 1958 are as follows: 

For normal extensions and re 

placements 

For extensions to service add 

tional communities .... 


(Continued on page 4 


PIPE STOPPERS 
OF ALL KINDS 


SAFETY 


GAS MAIN STOPPER Co.. In 


Brooklyn 17, N. 
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has shared in a rebirth of community 
_ rit that is changing the face of the 
y-oc}"#f Louis area, reshaping its very future. 


INDUSTRIAL PROGRESS-—-( Continued ) 


Oklahoma Natural Gas Company 
(Tulsa, Okla.), expects to spend ap- 
proximately $11,000,000 during the 
1958 fiscal year. Major projects con- 
templated are: 

1. The development of gas and 

oil leaseholds 

2. Installation of twenty-three 

miles of 12 in. line to serve 
new industrial business .... 

. Extensions to new gas sup- 

plies 

. Replacement of 10” and 12” 

transmission lines with larger 
diameter pipe for increased 

capacity $1,050,000 
. Relocation of lines due to 

highway and street construc- 

tion ......-$ 700,009 
. Additional cushion gas in 
underground storage projects 
being developed ...........$ 

7. Improvements gasoline 

plants Rees 


$1,750,000 


673,000 


450,009 


400,000 


500,000 

The remainder of the construction 
budget will be used for necessary re- 
newals and betterments connecting 
new customers, etc. 


Pacific Gas and Electric Company 
(San Francisco, Cal.), reports fhat 
significant expansion projects planned, 
in progress and recently completed by 


And much of the know-how is in using DELAWARE 
PipeDrivR tools. DELAWARE has engineered and 
field tested a complete set of accessory tools for every 
pipe driving operation. No more need to use costly 
makeshift tools. No threaded parts to jam, no pins to 
mill wrap is fully protected against 
stripping. Made from DELSTEEL ALLOY, the DELAWARE 
PipeDrivR tools are designed to take the toughest 
service. Big savings in time and cost are yours with 


shear off ... 


dependable DELAWARE tools. 


its Department of Gas Operations 
are as follows: 

(1) Plans to construct a $330 mil- 
lion pipeline system to transport nat- 
ural gas from Canada to California 
were announced by the company on 
July 12. The project would connect 
the California market to important 
new natural gas resources in the 
Province of Alberta. 

To purchase Canadian gas for the 
project, the Alberta and Southern 
Gas Co., Ltd., has been formed as a 
subsidiary of PG&E. Its headquar- 
ters are located at Calgary, Alberta. 

The proposed pipeline will be 36- 
inch diameter and will span approxi- 
mately 1300 miles from Alberta to the 
San I‘rancisco Bay Area. Initial trans- 
mission capacity is planned to be 
400,000,000 cubic feet daily. About 
550,000 tons of steel will be required 
for the project, planned for comple- 
tion in 1960. 

(2) Work is in progress on the 
final 138 miles of “looping” on 
PG&E’s 502-mile-long Super Inch 
pipeline which brings Texas and New 
Mexico natural gas to Northern Cali- 
fornia. When this job is finished, ex- 





Send for Literature 


Hand & Pneumatic Chisels 


pected to be in February 195g 
Inch will have a daily transmj 
pacity of 950,000,000 cwuie f 
ditional compressor facilities 
completed later in the ear 
crease the capacity to : 025, 
cubic feet. It will represent an 
ment by PG&E of $128,512 
per Inch first went into ge 
1950. 

(3) Work is well ..dvanj 
PG&E’s $9.4 million |65-nj 
pipeline which will carr» naty 
from Sacramento Valley fig 
California to the Humbo dt reg 
the state’s northern coast. 7} 
12-inch line originates near (j 
California, and crosses _ the 
Trinity mountains en route t 
the coast region cities of “ure 
tuna, Fernbridge, Loleta and 
Initial transmission capacity 
21 million cubic feet daily. 

(4) PG&E’s $5 million W 
Line, which introduced a new 
of natural gas to the rapidly 
ing Sacramento area of Cali 
was completed last June. The? 
long 18- and 20-inch line origin 
the Beehive Bend Field of Calif 
Sacramento Valley and extendg 
the valley’s west side. Intercom 
with the older Eastside Line, 


facility completes a loop for] 
around the Upper Sacramento 

(5) Specifically in 1958, PG 
timates it will invest $30,313¢ 
capital improvements to its 
gas transmission and distributio 


tem. Most noteworthy of p 
planned for completion entirely 
1958 are a 10-mile main extensi 
related distribution facilities to 
the community of Ridgecrest | 
Mojave Desert area, and the co 
tion of 18 miles of main to rei 
supplies to the cities of Walnut 
Lafayette and Orinda in Contra 
County to the east of San Frat 
Bay. In addition, a heavy progr 
routine construction will be carti 
to supply increasing numbers 0 
tomers and increased usage al 
the PG&E natural gas system. 
(6) On August 31, 1°57, 
was serving 1,483,697 natural ga 
tomers. The increase during thf 
ceding twelve months totaled 52! 


Plateau Natural Gas Com 
(Colorado Springs, Colo. ), expé 
acquire virtually all of the prop} 


t 


of an operating gas company § 
next year which will increase thet 
pany’s total investment frcm apf 
mately $3,000,000 to $5,:00.(lH 

(Continued on page % 
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Captain John Paul Jones: 


To the Countess of Selkirk, in 1778, Paul Jones 
wrote ‘... I am ambitious of your esteem and 
friendship, and would do anything, consistent 
with my duty, to merit it.” 

After his men of the “Ranger” had com- 
mandeered the Selkirk’s silver, Jones had pri- 
vately promised to return it. Buying it from 
his crew for 140 English pounds, he returned 
the silver to the Countess in 1784. The Captain 
kept his word and won her lifelong esteem. 


For more than a century, Kerite has been 
ambitious of your esteem—by building the 
most lasting cable yet known. And more than 
three generations of Kerite craftsmen have 
given of their inherited skill and craftsmanship 
to assure the long life and service of Kerite 
Cable. The Kerite Cable Company takes pride 
in the fact that their product is chosen by 
buyers of integrity to safeguard installations 
around the world. 


he value and service life of a product can be no greater than the integrity and craftsmanship of its maker. 


KERITE CABLE 


THE KERITE COMPANY—30 Church St., New York 7, N. Y. 
Offices also at 122 S. Michigan Ave., Chicago; 582 Market St., San Francisco; 
3901 San Fernando Rd., Glendale 4, Calif.; 31 St. James Ave., Boston; 
4101 San Jacinto, Houston 4, Texas; 1010 Euclid Avenue, Cleveland 17, Ohio; 
Founded 1854 29 West Lancaster Avenue, Ardmore, Pa. 
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addition, the company will probably 
spend in the neighborhood of $300,- 
000 for new construction next year. 


Public Service Company of Colo- 
rado (Denver, Colo.), and its wholly 
owned subsidiaries, The Pueblo Gas 
and Fuel Company and the Cheyenne 
Light Fuel and Power Company, will 
invest approximately $5,882,500 in 
new facilities during 1958 to extend 
and improve natural gas service 
throughout its statewide system. 

Included in this figure are funds for 
reinforcements to present distribution 
systems, main extensions to new cus- 
tomers and new subdivisions, and re- 
location of present facilities for high- 
way and street improvement projects. 
Two new service centers, housing men 
and equipment, will be constructed in 
suburban areas in order to pr vide for 
improved customer service. 


Rio Grande Valley Gas Company 
(Brownsville, Texas), expects that 
expenditures in 1958 on necessary ex- 
tensions and replacements will amount 
to about $600,000. No major construc- 
tion program is planned. 


Rochester Gas and Electric Cor- 
poration (Rochester, N. Y.) esti- 
mates that it will spend $5,000,000 on 
construction in 1958. It is expected 
that 3,000 new customers will be 
added. 


San Diego Gas and Electric Com- 
pany (San Diego, Cal.), estimates 
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that the gas department will spend 
approximately $5,300,000 in 1958 for 
capital additions. Distribution facili- 
ties to serve an estimated 12,000 new 
customers will cost about $1,800,000. 
Approximately $2,342,000 will be al- 
lecated to the following major proj- 
ects: 
1. Installation of 20 miles of 
24-inch transmission pipe 
paralleling existing Moreno- 
Mission transmission line . . $1,900,000 
Installation of 24,000 feet of 
8-inch distribution feeder 
line between Oceanside and 
Mastac swcmancee ager csesec. SP UOUO 
. Installation of 25,000 feet of 
10-inch distribution feeder 
line in Clairemont area, San 
DE hs ooo ais wy eee 250,000 
The balance of $1,160,000 will be 
used for various smaller projects, 
mainly involving improvements in 
existing facilities and relocation of 
niains to accommodate state highway 
construction. 


to 


o 


Savannah Gas Company (Savan- 
nah, Ga.), reports that construction 
expenditures of $1,029,500 in 1958 
will round out an expansion program 
started in 1957 amounting to $3,351,- 
000. The additional construction will 
provide Savannah Gas with a new 
standby plant and service facilities for 
61 new subdivisions in the Savannah 
area. 


South Jersey Gas Company (At- 
lantic City, N. J.), is planning con- 
struction expenditures of approxi- 
mately $1,800,000 for the year 1958. 

Most of this construction budget is 
for mains, services and meters to sup- 
ply new customers, and reinforcement 
mains to provide adequate service in 
rapidly growing areas. About $125,- 
(000 is provided for constructing a new 
divisional sales and office building at 
Glassboro, New Jersey. 

No construction of production fa- 
cilities is planned during 1958. The 
company expects to receive an addi- 
tional allocation of 7,000 Mcf per day 
of natural gas starting this Decem- 
ber which, together with volumes al- 
ready under contract, will bring the 
peak day natural gas supplies to over 
42,000 Mcf. This, together with ex- 
isting production capacity for “peak 
shaving” will be sufficient to meet 
market requirements until late 1958 
when the company plans to contract 
for a further increase in natural gas 
supplies. 


Southern Indiana Gas and Elec- 
tric Company (Evansville, Ind.), 
reports that a preliminary estimate 
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indicates that expenditures jj 
will amount to $1,385,000, Ty 
mate includes approximately $M 
for gas storage field projects; 
balance for such item: ag 
laneous additions and i; Iproy 
to the distribution systim jn 
gas regulator stations, ind { 
business extensions, 
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Southern Union Ga: Co 
(Dallas, Texas), anticipa es thy 
construction expenditurs { 
provement of its natural ras fq} 
during 1958 will total ay proxi 
$11,000,000, up slightly ‘rom 
pated outlays in 1957. 

The company’s constru-tion| 
for next year presently calls { 
major projects. Bulk of tl e com 
expenditures will go toward q 
of new wells, adding nev- cust 
and general improvement of tr 
sion and distribution systems th 
cut its service areas in ‘Texas, 
Mexico, Arizona and Colorado 

Included among the 1957 coq 
tion activities are new wareho 
terminal building in Albuquen 
temporary gasoline plant fora 
tion of heavier hydrocarbons i 
Arriba county, New Mexico, a 
largement and replacement @ 
miles of 20-in. main north of 
querque. 

The company’s 1957 const 
budget, in round figures includ 
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Tennessee Gas Transmi 
Company (Houston, Texas), 
applications pending before the 
eral Power Commission for ceri 
tion of the following additional j 
ties : 

1. A 30-inch-diameter, 5% 
pipeline from the lower Missi 
Delta south of New Orleans i 
existing Tennessee Gas Syst 
Portland, Tenn. 

2. A 24-inch, 76-mile pipeline 
Coudersport, Pa., to Han burg 
York. | 

3. Loop lines totaling 264 mi 
Tennessee, Kentucky, West Vi 
and Pennsylvania. 

4. Approximately 120,000 
tional compressor horsepower. 
includes additions to existing | 
pressor stations in Tennessee, 
tucky, Ohio, Pennsylvania, Tex 

(Continued on pag: 48) 














































iditures jdm 
5,000, Th 
imately $4 
Pro sects g 
em: as 
d innproy 
ystom ing 
IS, ond f 


Ga Coy 
“Ipa' es thy 
tures fy 
ral ‘ras fy 
| ay proxi 
tly from 


struction 
ly calls { 
f tle com 
toward q 
Nev” cust 
nt of tra 
‘stems th 
n ‘Texas, 
Colorado 
1957 coq 
warehoy 
I buquer 
nt for 
arbons | 
€XICO, af 
ment of 
orth of 


const 
; includ 


THE IRVING TRUST COMPANY SERVES VITAL INDUSTRY 

















= Service lines into the future... 


ore the 
‘comld Vast growth of the Utility Industry _ ning, financing, or cultivation of the finan- 
: has had its share of financial complexities. cial community—our Analytical Studies, 
Td However, close to the pulse of the finan’ Seminars and Round Tables may prove 
leans 4 cial world and to the Industry itself, our valuable aids to your company’s future. 
Syste specialists continue to reach ahead with For more information, call Public Util- 
ipeline new and sound approaches. ities Department at Dlgby 43500 or 
y burg, Whetheran undertaking of capital plan- write us at One Wall Street. 
264 mi 


“| IRVING TRUST COMPANY 


pe One Wall Street, New York 15, N.Y. 


sting Capital Funds over $125,000,000 Total Assets over $1,500,000,000 
ssee, 
Tex: Ri Hard H. West, Chairman of the Board Gerorce A. MurPHy, President 
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Public Utilities Department—JoHN F. Cups, Vice President in Charge 
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INDUSTRIAL PROGRESS— (Continued ) 


Louisiana, as well as proposed new 
compressor stations in Tennessee, 
Mississippi, Texas, New York and 
Pennsylvania. 

The estimated total cost of these 
facilities is approximately $147,000,- 


000. 


Texas Eastern Transmission 
Corporation (Shreveport, La.), re- 
perts that the year 1958 points to an- 
other year of expansion. So far the 
company plans to enlarge its natural 
gas system daily delivery capacity by 
100,000 Mef. 

This program is expected to cost 
Texas Eastern and its wholly-owned 
subsidiary, Texas Eastern Penn-Jer- 
sey Transmission Corporation, ap- 
proximately $48,796,100 and will con- 
sist of adding some 333 miles of 
various diameter pipeline and some 
6200 compressor horsepower to the 
existing system. Federal Power Com- 
mission authorization and construc- 
tion of this program is expected to 
take place during 1958. 

The company will complete one of 
1is most active years when 1957 has 
ended. During the year the company 
was authorized to remove a 1,168-mile 
segment of its Little Big Inch pipeline 


greatest name 
in unions 


NTEED 


from natural gas service to construct 
substitute facilities to replace the gas 
capacity in the system of the removed 
portion of the line. The Little Big 
Inch was reconverted to become a car- 
rier of petroleum products. In addi- 
tion, authorization was received to 
construct new facilities that would add 
some 110,000 Mcf to the daily de- 
livery capacity of Texas Eastern’s 
natural gas system. These projects 
combined cost approximately $126,- 
322,400 and added some 821 miles 
of new pipeline to the system and 
approximately 109,910 compressor 
horsepower. 

Another major project, started in 
1956, was completed in 1957 and 
added some 690 miles of pipe and 
32,250 compressor horsenower to the 
system. This increased authorized 
daily delivery capacity on the natural 
gas system of some 250,000 Mcf. The 
project involves importation of sub- 
stantial quantities of natural gas from 
Mexico, and on August 15th this gas 
started flowing into the United States. 


Transcontinental Gas Pipe Line 
Corporation (Houston, Texas), re- 
ports that their construction plans for 


1958 have not yet been finalized. It is 


expected that expenditures wij 
ably be greater than the moy 
$100,000,000 this year. 


The United Gas Innproy 
Company (Philadelphia, Pa) 
to spend approximately $5,000 
new gas construction ( uring 
The greater part of thiv mong 
be spent for additions to «he dj 
tion system. Major item incly 
construction of approxin: tely9 
of 12 inch natural gas la eral j 
Harrisburg division at @ cost 
proximately $600,000 < nd q 
miles of 12 in. and 16 in. nain{ 
Lehigh Valley division t a¢ 
approximately $950,000. 


Washington Gas Ligi:t Con 
(Washington, D. C.) aniicipat 
construction expenditures fo 
year 1958 will approximste $1 
000 detailed as follows: 
Facilities to serve new 

customers Jai 
Pressure mains and facilities |; 
Distribution system 

replacements 
Gas storage facilities 
Structures, transportation and 
other equipment al 





leak-proof 
seal 





weeks. 


P.U.R. QUESTION SHEETS 
an educational opportunity 


With the least possible expenditure of time, eff 
and money, utility executives, lawyers, accounte 
engineers and others interested in any phase of p 
lic utility regulation can keep well informed thro 
these brief, four-page leaflets issued every 


They consist of 10 questions and 10 authorital 
answers based on current decisions revealing ¢0 


and commission views pro and con. Annual § 


Available Through 
Your Local Dealer 


For over 55 years the firm guarantee 
back of each and every DART UNION 
sold has been — “if one should leak 
through we will give you two”! The 
record reveals that less than 1 in every 
100,000 has proven to be faulty. The ex- 
tra wide bronze to bronze seats, preci- 
sion ground to a true ball joint, mount- 
ed in heavy malleable iron pipe ends 
and protected by an extra heavy union 


DART 


nut, make a drip-tight, leak-proof 
connection WITHOUT EXCESSIVE 
WRENCHING time and time again. 


Guarantee positive tight connections 
and extra long service on your pipe 
lines by using the DART GUARAN- 
TEED UNION. ‘ 


Yours on request: Descriptive brochure 
on Dart Unions and Union Fittings. 


DART UNIONS Products of DART UNION COMPANY PROVIDENCE 5, R. 1. 


GENERAL 
SALES 
AGENT 


i: eli gelelal 43 COMPANY 


393 LAFAYETTE STREET, NEW YORK 3, NEW YORK 
BRANCHES: NEW YORK 3 


PITTSBURGH 22 * BOSTON 10 * ROME, GEORGIA 








scription $10. 


Send your order to 


PUBLIC UTILITIES REPORTS, INC, 


Suite 332, Pennsylvania Bldg. 
425 13th Street, N. W. 
Washington 4, D. C. 
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litures wij™mst Ob:o Gas Company (Lima, 


1 the mon estimates its construction pro- 
ar, ie year 1958 will total 
is program, which repre- 

; ride expansion and im- 
s Tinproy ae pansion an — 
hia, Pa.) acilities is summarizec 
ly $5,009 lant 
m ¢ uring at 

° lant 
thi ape 
em 
X1M: 7Q ‘ ° 
7" al on More In Projects 
ee For Natural Gas 
O -ndqg s natural gas industry 


proval for a billion and 
lars’ worth of construc- 
over and above the more 
llion authorized by the 
r Commission up to Jan- 
s year. 

‘vealed in the 1957 edition 
(gas Construction Data,” 
ihe Gas Appliance Manu- 
sociation. It shows that 
hatural gas transmission projects 
not counting billions in other 
dustry expansion moves—are 
g the S7-billion mark for post- 

projects approved or pending. 
GAMA study traces some of 
irging demand factors behind 


in. 
yn 


ani cipate 
tures for 
Imite $1] 


. 


acilities |, 


the continuing giant-step growth of 
the industry and shows that almost 
every corner of the nation will share 
the increased fuel supplies being made 
available by the expansion program. 

At the beginning of this year na- 
tural gas projects before the IPC for 
hearing and disposition totaled $750,- 
138,000, the survey points out. An- 
other section lists major projects to- 
taling $486,120,000 for which appli- 
cation was made to the commission 
during the first four months of 1957. 

During 1956 FPC approved natural 
gas construction involving expendi- 
tures of $548,947,000, the study 
points out. That brought to $5,589,- 
422,000 the total in such approvals 
from July 1, 1945 to January 1, 1957. 

Natural gas construction authorized 
by FPC in 1956 is shown to involve 
6,665 miles of line, 1,169,984 tons of 
steel pipe and installation of com- 
pressors aggregating 358,975 horse- 
power. When completed, the 1956 
projects will add 2.25 billion cubic 
feet a day to the capacity of fuel de- 
livery facilities. 

The entire gas industry pipeline 
system is shown to now total 523,960 
miles, of which 152,490 miles are 
classified as transmission, 324,100 





distribution and 47,370 field and 
gathering lines. 

Harold Massey, GAMA managing 
director, said the annual study is made 
to provide financial organizations, the 
investing public and business units 
with detailed, up-to-date information 
about expansion in the natural gas 
industry. 

The publication lists the cities to re- 
ceive new or additional natural gas 
supplies, and provides names and 
addresses of pipeline and utility com- 
panies participating in pipeline con- 
struction approved in 1956 or pending 
approval as of January 1, 1957. It 
details the mileage, cost, line sizes, 
estimated steel pipe tonnage, com- 
pressor horsepower, EPC docket 
number and purpose of each project. 

“Natural Gas Construction Data” is 
available at $3 per copy from the 
Marketing and Statistical Department 
of the Gas Appliance Manufacturers 
Association, 60 East 42nd Street, 
New York, 17, N. Y. 


Gas Appliance Men See 
Gains In 1958 
MANUFACTURERS of gas ap- 
pliances and equipment anticipate 
(Continued on page 50) 





14 Per Cent More Gas Users in 1 Year 


We’re Growing 


Montanans are going for gas in a 


ig way! 


As a result of our current expansion 
rogram, which saw gas introduced 
to more than a half dozen communi- 
ies in widely separated parts of the 
ate ast year, we have nearly 14 per 
ore customers than a year ago 

22, compared with 46,642. 


ihe scene at the right, crews are 
| laying pipe toward a new com- 
iy. Gas for our system comes 
Montana, Canada and Wyoming. 


THE MONTANA POWER COMPANY 
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moderate sales improvement during 
the balance of 1957 and in 1958, but 
do not expect to equal 1956 volume 
in either year. 

The consensus of 147 manufac- 
turers surveyed by the Gas Appliance 
Manufacturers Association that 
sales this year will fall 10.9 per cent 
below 1956, and that 1958 will show 
an increase of about two per cent over 
1957. 

Edward R. Martin, GAMA’s di- 
rector of marketing and _ statistics, 
pointed out that the entire major ap- 
pliance and equipment field has been 
adversely affected by the decline in 
new housing starts and a lag in the 
rate of new family formations. As a 
result, he said, nearly all major home 
appliance and equipment categories 
fell below 1956 levels during the first 
half of 1957. 

For example, sales of oil-fired cen- 
tral heating equipment were down 13 
per cent; gas-fired central heating 
equipment, down 14 per cent; electric 
storage water heaters, down 17 per 
cent; automatic gas water heaters, 
down 11 per cent; electric ranges, 
down 19 per cent; gas ranges, down 
11 per cent. 


is 
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The only major residential appli- 
ances to record increases during the 
first half were gas and electric built-in 
ranges, 

Manufacturers of gas-fired central 
heating equipment—warm-air fur- 
naces, boilers and conversion burners 
—whose sales were off 13.6 per cent 
during the first six months of this year 
expect to wind up the year 13.1 per 
cent below 1956. Consensus is that 
1958 should show a six per cent gain 
over 1957, 

Furnace manufacturers are the 
most optimistic of the heating equip- 
ment makers. Only six of 49 furnace 
manufacturers expect to do less busi- 
ness in 1958 than in 1957, while 33 
companies expect larger volume. Al- 
though the consensus for the industry 
points to a 7.7 per cent increase in 
1958, sales could go up 10.4 per cent 
if individual companies perform up 
to expectations. 

Gas boiler manufacturers expect to 
finish this year 3.8 per cent below 1956 
and gain 5.8 per cent in 1958. With 
only one of 23 boiler makers expect- 

‘ing a sales drop in 1958 and 20 an- 
ticipating increases, 1958 sales could 
increase by as much as 11 per cent. 





Automatic gas water he:ter y 
facturers, who hit an all time hj 
1956 of 2,762,100 units, »xpeq 
1957 total to be down 6.2 pe 
While the consensus is tha: 195 
show a modest increase of 1.5 per 
over 1957, 27 of 36 manufac 
look for their own sales to nere 
1958, and fulfillment of indi; 
company expectations coul |! meg 
increase of 11.2 per cent ti 2.88) 
units—a new high. 

Manufacturers of domestic 
ranges—both free-standing and} 
ins—expect to ship 1,977 000 
during 1957, 9.2 per cent heloy 
volume. An increase of 2.0 per cq 































ly J 
es if 


2,017,400 units is anticipated 

1958. d gi 
Makers of built-ins expect | 

sales to top 1956 volume by 13, 

cent to set a new record «of 18/M¥definit 

units. With all 13 reporting compafomati 

expecting increased — business juncti 

year, the outlook is for an increaflakers 









218,400 units, a gain of 16.4 perg 
If individual companies achieve { 
expectations, the total 
230,000 units. 
Free-standing ranges in 1957 
(Continued on page 52) 
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American Appraisals meet 
the requirements of Trust Indentures 


up—19 ga. doors). 


structure. 


More for your Money in 


New Line Construction Body for single or dual wheel chassis from % to 2 tons. 

Length from 8’ to 14’ (CA’s from 48” to 120"). 

ample stowage space inside and out. Many plus features at no extra cost. 

@14 and 16 ga. Body Steel (14 ga. @ Concealed metal Winch Box. 
throughout for models rated 1 ton 


@ 44” Diamond Floor Plate. 
@ 5” Structural Channel Under- 


@ Electric Welded throughout. 
® Telescoping Roof with weather 
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ww D. Bi 
Sliding roof for derrick; 


® Curbside Access to tools and 
equipment used most frequently. 
@ Vertical Compartments for cli 


ers, lines and linemen’s tools. sisten 
@ Large, inside ventilated, Rubber / 
Goods Compartment. pat 
® Two piece Front Window in CeMMor m¢ 


An American Appraisal provides all needed facts 
when the trustee must furnish an authoritative 
certificate of value, or verify the existence and 
condition of all assets. 


The 
AMERICAN APPRAISAL | 
ompany 


Leader in Property Valuation 
Home Office: Milwaukee 1, Wisconsin 





tight, easy sliding action. 

@ One piece Smooth Welded Draw- 
ers and Compartments. 

® Vertical or Horizontal Flush Doors 
with recessed, spring loaded 
latches at no extra charge. 


IMMEDIATE DELIVERY ¢ Distributors in Principa’ Cities 


1 5 
mony eval 
BOYERTOWN, aPENM! 


compartment. 
@ Bit and Chisel Drawer; Trough { 
Drills, Tamps, Rods, etc 
@ Fendix Undercoating at 10 extrd 
charge. 
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HALL 
DERRICKS 


813 SOUTH READING AVE., 
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C ORDINATION 
1 PRIME FUNCTION 


‘te SECTIONALIZERS 


niestic 
ig’ and } 


‘00 Gly \Vestinghouse 
es ou absolutely precise counting... 
d greater current capacity, too 


helo 


definition, a sectionalizer is an 
 compaomatic switch which works in 
iness @junction with power circuit 
increwakers and reclosers to isolate 
+ perdi), permanent faults and thereby 
ieVe Wtect system service continuity. 
‘"Y “bility to coordinate with break- 
and reclosers is therefore a para- 
mnt factor in evaluation. 
estinghouse sectionalizer 
rdination is positive. The 
stinghouse sectionalizer will carry 
e than 50% greater current, 
inuously, and will accept mo- 
itary leads up to 6500 amperes. 
Westinghouse Type GRS line is 
most complete—nine current 
bs from 5 through 140 amperes— 
voltage ratings to 15 kv. 
omplete details are available 
your Westinghouse sales rep- 
pntative. Also, you may write 
ptinghouse Electric Corporation, 
0. Box 868, Pittsburgh 30, 
ylvania, for reprint No. 5090, 
application and engineering 
E paper on sectionalizer co- 
atiou concepts, J-60923 


1957 
52) 


pisten: and accurate counting is assured 

e pat nted magnetic rings in the inte- 
or me hanism. During operation, the 
8 interator piston is locked in each 
ting ; sition by the magnet plate on 
of the -eries coil. 


YOU CAN BE SURE...1F Its 


Vestinghouse SW 
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be down 11.0 per cent from 1956 to 
1,790,000 units. The consensus points 
to a slight increase, one-half of one 
per cent for 1958, but gains expected 
by 11 of 19 companies could produce 
an increase of 7.1 per cent to raise 
the industry total to 1,917,000 units. 

Makers of direct heating equipment 
—many of whom also produce central 
heating equipment—expect 1957 sales 
to total 1,373,000 units in 1957 and 
1,400,000 in 1958. Individual expecta- 
tions indicate 1958 sales could reach 
1,443,000 units. 

Makers of vented recessed wall 
heaters expect 1957 sales to be 296,500 
units, 8.8 per cent below 1956. Sales 
in 1958 are likely to be 4.0 per cent 
below 1957, but may achieve a gain 
up to 4 per cent. 

Floor furnace manufacturers fig- 
ure to finsh this year with 102.200 
units sold, 16.3 per cent below 1956. 
Feeling is that 1958 sales will not 
equal 1957 and that the decrease will 
run anywhere from 1.8 to 7.5 per cent. 

Two newer members of the domes- 
tic gas appliance family—domestic 
incinerators and gas clothes dryers— 
anticipate increases in 1958 as more 
of their products reach the market. 
Reports on gas dryers are insufficient 
for projection, but incinerator manu- 
facturers’ estimates indicate 1958 sales 
will run 22.1 per cent above 1957. 

Manufacturers of commercial gas 
equipment are somewhat more opti- 
mistic than the domestic goods pro- 
ducers. Five out of six producers of 
ranges used in hotels, restaurants and 
institutions look for sales increases 
in 1958. Makers of commercially used 
unit heaters and duct furnaces also 
expect substantial gains in 1958 with 
unit heaters running to a 1958 total 
of 135,700 units, 8.3 per cent above 
1957. Duct furnace sales are likely to 
be 14.3 per cent greater in 1958 than 
in 1957. 


Canada-United States 
Natural Gas Pipeline 


TOTAL expenditures for a planned 
Alberta-California gas pipeline will 
reach nearly $500 million, according 
to J. K. Horton, president of Alberta 
and Southern Gas Co., Ltd. He said 
the proposed line would have an in- 
itial daily delivery capacity of 450,000 
mef and will run from Alberta to the 
San Francisco Bay area. Completion 
of the line is set for late 1960. This, 
however, depends upon the necessary 
clearances from Canadian provincial 
and federal governments and our own 
FPC. If given, construction would 
start in 1958. Economic benefits which 
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the project would bring to Alberta 
were cited as the initial investment 
for building gathering systems, trans- 
mission pipelines, compressor stations 
and other processing plants. It was 
estimated that revenues of $20 mil- 
lion would flow from the United 
States into Canada for gas sales. The 
Alberta and Southern Co., Ltd. was 
formed late in August. It is composed 
of Canadian Western Natural Gas 
Co., Northwestern Utilities, Ltd., 
Canadian Bechtel, Ltd. and Pacific 
Gas & Electric Co. 


Arkla Corporation Takes Over 
Servel Gas Air Conditioning 


ARKANSAS Louisiana Gas Com- 
pany, Shreveport, La., recently com- 
pleted purchase of Servel, Inc.’s gas 
air conditioning division. 

J. C. Hamilton, president of Arkan- 
sas Louisiana Gas Company, an- 
nounced that Arkla Air Conditioning 
Corp., a Delaware corporation and a 
wholly owned subsidiary company of 
Arkansas Louisiana Gas, will manu- 
facture and sell year-round gas air 
conditioning equipment, providing 
new capital to expand production, 
sales and promotion on a nation-wide 
basis. 

The units to be produced by the 
new Arkla Corp., will bear the trade- 
mark name, “Arkla-Servel,’ Mr. 
Hamilton said, and also will carry the 
trademarks “Sun Valley” and “All- 
Year.” 

Mr. Hamilton emphasized that the 
transaction involves only the gas air 
conditioning division of Servel and 
not the appliance division, which 
manufactures gas refrigerators. The 
new company, Arkla, is in the year- 
round gas air conditioning business, 
Mr. Hamilton said, and added that “‘it 
will become a major factor in the 
national air conditioning field.” 

All organization details of Arkla 
have been completed, “except for the 
sales force, which will be greatly ex- 
panded.” The sales headquarters will 
be located in Little Rock, Ark., home 
office of W. R. Stephens, chaiznan of 
the board of Arkansas Louisiana Gas 
Co., who also will be chairman of 
Arkla. Mr. Stephens is expected to 
“take an active leadership in the air 
conditioning sales organization.” 


It's Old Stove Round-Up Time! 


IT’S “Old Stove Round-Up Time” 
in the gas industry. Just what its name 
implies, the Old Stove Round-Up 
campaign is designed to round up old 


obsolete model stoves and replace} 
with the latest model gas ranges, 

A PAR activity of the Ame; 
Gas Association with the c Operas 
of the Gas Appliance Manufacty 
Association, the campaign will ry 
three months, Septembe: thry 
November, the peak season ‘or sé 
home appliances. 

The gas industry estin-ates 
close to 2,000,000 gas rang °s yi 
sold this year. For the f vst ¢ 
months of 1957, gas range~ sale 
1,103,000 representing $12,100] 
in factory billings. Sales «f bu 
gas ranges already show ai: incr 
of 14% over the same period 
year. 


Pacific Coast Gas Associati 
Names Gueffroy President 

C. H. GUEFFROY, presiden; 
the Portland Gas and Coke Comp: 
was elected president of the Pay 
Coast Gas Association, succeeding 
T. Arden, president of Robertsh 
Fulton Controls Company. Mr. Gu 
roy’s selection was announced at} 
64th annual convention of the PCG 

R. R. Blackburn, senior vice pr 
dent of the Southern California | 
Company, was named vice presi 
and Harry McGann, Pacific Gas: 
lectric Company, was elected tre 
urer, 

Mr. Gueffroy has had 38 years 
gas utility operations. He joined Pa 
land Gas and Coke Company in |! 
as secretary to the president, andai 
several advancements assumed 
presidency of the company in 1! 
He is presently serving as a dire 
of the American Gas Association 


LeTourneau Issues Bulletin 


On Offshore Platforms 
A NEW 16-page illustrated broch 
describes basic requirements {or 
proposed offshore platform which! 
operate in waters up to 600 feet 
six times deeper than presently 
sible. 

A total of 11 photographs 4 
drawings illustrate the — broch 
which actually is based upon a pi 
delivered recently by R. L Lelu 
neau, vice president of R. G. Lel@ 
neau, Inc., before the petroleum é 
sion of the A.S.M.E. at Tulsa. 1 
of the brochure is “Mobile ond Fy 
Platforms for Waters Up to 
Feet.” 

For free copy of the mate “ial, W 
to R. G. LeTourneau, Inc., 239950 
MacArthur, Longview, Texas. 
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when you call the man from 


Remington. Freand 


you’re commanding the services of the only single organization 


d reolace 


that can help you speed and simplify the creating, controlling 
and protecting of business records and reports... 


ge’ sales 
$1 2,100) 
co) 
Machines 
Office Typewriters 
resident Calculating & Adding Machines 


Presiden Accounting Machines 
Carbon Papers & Ribbons 
Office Duplicator Supplies 
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Bulletin 


Visible Record Controls, 
Filing Systems 
Records Management Services 
Fire-Resistant Files & Safes 
Library and Office Furniture 
Microfilming & Photocopying 
Systems 


Remington. Fland 
DIVISION OF SPERRY RAND CORPORATION 
315 Fourth Avenue 

SPring 7-8000 New York 10, N.Y. 
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“umiTeD pinion, _ PROCEEDINGS 
eee, 1956 CONVENTION 


NATIONAL ASSOCIATION °F AT SAN FRANCISCO, CALIFORNIA 


RAILROAD AND UTU 'TIES 
COMMISSIONERS 


NATIONAL ASSOCIATION OF RAILROAD 
AND UTILITIES COMMISSIONERS 





Tuis important edition contains valuable ma- 
terial on the subject of regulation of rates and 
services of public utilities and transportation 
companies including the following: 


Depreciation, Valuation, Railroad Passenger Deficit and Regulation of Public Utilities. 
Panel discussions on the subjects of "Cost of Capital as Related to Rate Return" and 


"Regulatory Protection of Consumers”. 


Price $10.00 





- OTHER PUBLICATIONS OF THE ASSOCIATION 


Local Service Telephone Rates 
An excellent compilation of rates prepared by NARUC Subcommittee on "exchange rates” 


for all exchanges of Bell System, the rates of cities of 50,000 population or more for 
Bell and Independent exchanges, rates of borrowers from R.E.A., and tabulation of above 
exchanges which had ten cent coin telephone rate in effect June 30, 1954. 128 pages 
for use in loose leaf binder and 48 revision pages as of December 1955 and 42 revision 


pages as of October 1956 


Message Toll Telephone Rates and Disparities 
400 pages of text, tables and charts, hard back cover—a report of the NARUC-FCC 
Joint Toll Rate Committee. Special price 


Telephone Separations Manual 
Includes the 1952 addendum, the so-called Charleston Plan and the 1956 addendum, the 


so-called Phoenix Plan changes 


Depreciation: 

1943-1944 Reports of Committee on Depreciation (reprinted in one volume because of 
special demand). The reports present a very comprehensive and complete analysis 
of the problems of depreciation on public utility regulation and set forth conclusions 
concerning the policies and practices which should be followed in respect thereto. 
326 pages, paper bound 

1946—Methods of Pricing Retirements from Group Property Accounts 

1948—Letter Symbols for Mathematics of Depreciation 

1948—Half Cycle Methods of Estimating Service Life 

1950—Remaining Life Basis of Accounting for Depreciation 

1955—Report of Committee on Depreciation (Discussion of Liberalized Depreciation under 

Internal Revenue Code of 1954) 
1956—Report of Committee on Depreciation (Depreciation Rates for Electric Utilities) 


Interpretations of Uniform System of Accounts for Electric Utilities— 
Cases Nos. 45 to 119 (1938 to 1955) 


Interpretations of Uniform System of Accounts for Gas Utilities— 
Cases Nos. 1 to 80 (1938 to 1955) 


Interpretations of Uniform System of Accounts for Water Utilities— 
ases Nos. 1 to 65 (1938 to 1955) 


(When remittance accompanies order, we pay forwarding charges.) 
NATIONAL ASSOCIATION OF RAILROAD AND 


UTILITIES COMMISSIONERS 
P. O. BOX 684 WASHINGTON 4, D. C. 
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Kellogg’s Fabricating Abilities Keep Pace 


minating many months of inten- 
b work with Philadelphia Electric 
npany, including the testing and 
luation of numerous alloys, M. W. 
logg is now fabricating the 2,400 
bf main steam piping, which it}will 
» install, for Eddystone Station 
t No. 1. 
Piping is made of Type 316 Stain- 
, designed for use at 5,000 psi- 
D0 F. at the turbine throttle. Cal- 
ated minimum wall equals 2.344 in. 
Boiler to Sulzer Stop Valves 
leads), 2.188 in. from Sulzer Stop 
ves to Mixing Header (8 leads), 
2.655 in. from Mixing Header to 


Turbine (4 leads). 

Kellogg’s ability to handle the ex- 
acting task of bending, welding, heat 
treating, and testing such huge 
amounts of heavy-walled pipe to 
close schedules is a major reason for 
the company’s long-standing reputa- 
tion in the industry. 

The M. W. Kellogg Company wel- 
comes the opportunity to discuss its 
complete power piping design, fabri- 
cation, and installation facilities with 
consulting engineers, engineers of 
power generating companies, and 
manufacturers of boilers, turbines, 
and allied equipment. 


FABRICATED PRODUCTS DIVISION 
M. W. KELLOGG COMPANY, 711 THIRD AVENUE, NEW YORK 17, N. Y. 


A SUBSIDIARY OF PULLMAN INCORPORATED 


‘anad Kellogg Company Ltd., Toronto e Kellogg International Corp., Londone Kellogg Pan American Corp., New 
Societe! Kellogg, Parise Companhia Kellogg Brasileira, Rio,de Janeiroe Compania Kellogg de Venezuela, Caracas 





M. W. Kellogg has developed many welding 
techniques for the fabrication of high alloy 
steam piping, including K-Weld*. With this 
unique technique of are welding, the pipe 
interior is under controlled inert gas pressure 
—assuring complete root bead penetration 
and a highly uniform internal contour with- 
out the use of backing rings. 


POWER PIPING-THE VITAL LINK 
Pemark of The M. W. Kellogg Company 
PBER 10, 1957—PUBLIC UTILITIES FORTNIGHTLY 
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Portrait by Fabian Bod 


34,500 Lockheed Employees 
Regularly Buy U.S. Savings Bonds 


“We in the Lockheed Aircraft Corporation family are 
proud of our record of participation in the U.S. Treas- 
ury’s Payroll Savings Plan. 

“It is important . . . particularly in these times . . . for 
all Americans to support our nation’s programs and 
policies in every way. I know of no better way than the 
regular purchase of Savings Bonds. 

“Our records show Bond-buying employees are sav- 
ing at the weekly rate of $165,000 . . . a yearly total of 
approximately $9,000,000. 

“This thrift, practiced regularly, is a vital keystone 
in building family security. It also makes a significant 
contribution to stabilization of the purchasing power of 
the dollar and the prevention of inflation. 


“Each of our new employees is given the opportut 
to join his fellow workers in the Payroll Savings PI 
We feel this is an important step in insuring Ameri 
future security and prosperity.” 


ROBERT E. GROSS, Chief Executive Of 
Chairman of the Be 
Lockheed Aircraft Corpora 


A simple person-to-person canvass that puts a Pay 
Savings Application Blank in the hands of every § 
ployee is all you have to do to install the Payroll Sav 
Plan or build employee participation in your pre 
plan. Your State Sales Director is ready to help | 
Write today to Savings Bond Division, U.S. Treaj 
Department, Washington 25, D. C. 


The United States Government does not pay for this advertising. The Treasury Department 
thanks, for their patriotic donation, the Advertising Council and 


Public Utilities Fortnightly (; 
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Dodge won top honors 
in test after test between 
comparable models of all 
three low-priced trucks. 
Special high-speed camera 
records actual finish of 
hill-climb test. From a 
standing start, test crews 
raced all three trucks up 
a 32% grade. Dodge was 
first by five lengths. 


Dodge gives you more 

V-8 power, in every 

weight class, than either 

of the other two low- 

priced trucks. From 

204-hp. pick-ups to 232- 

hp. tandems, the extra 

weal = | power you get in a Dodge 
y Fabian Bod a y mn. r ° 

ag | / on slates means an on-the-job 

ts performance bonus for 

you. It means greater 

economy, too, because it 

cuts down engine strain, 

reduces wear and repairs. 

> opportul 

ravings Pi 

ng Amerif 


~<o@@odge Power Giants outpower, outperform the 


t Corpora 


sf Other two” low-priced makes by wide margin! 


f every § 

yroll Savi 

your pregmt power? Dodge outpowers its low-priced competi- 
to help J by s much as 27 percent. 


S. Treat economical performance? The advanced design 
e Iodge short-stroke V-8 produces the most efficient é 


sae in the industry. You get more miles per gallon 


ment (ful) power on regular gas. 
extra paylead capacity and handling ease? Dodge PowerGiants 


em beat on both counts. 


about it? Don’t you think you should find out for 

peli’ Just give your Dodge dealer a ring. He’ll bring 
ck right to your door and he’ll show you certified 
esults that demonstrate Dodge is a winner in actual 
and on your job. 


ase ODTh ‘ 


ae a 








MOST POWER OF THE LOW-PRICED 3 


YCTOBER 











Twofold Benefits From The 


Analysts Journal 


7, \ts timely articles by the nations leading security analysts 
and economists keep you informed as to methods and 
trends in the security markets. You will be better able to 
present your company in its most favorable light if you 
know the trend of financial thinking as expressed in the 
official publication of the Security Analysts. 


Its advertising pages provide a means of putting your story 
across to the Analysts. There is no more direct and effec- 
tive way to contact this influential group of investment 
specialists than to advertise in their own quarterly Journal. 


To Keep Abreast of Investment Markets 


READ THE ANALYSTS JOURNAL 


To Keep Investment Markets Abreast of Y our Company 
ADVERTISE IN THE ANALYSTS JOURNAL 


PUBLISHED QUARTERLY BY THE NEW YORK SOCIETY OF SECURITY ANALYSTS 





THE ANALYSTS JOURNAL 
20 Broad Street, Room #908 
New York 5, N. Y. 


Gentlemen: 
() Please enter my subscription for one year at the subscription rate of 


$5.00—United States; $5.50—Canada. 


() Please send me your advertising brochure. 
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Newport News Equipment 
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LOCATION 
Tennessee 
Texas 

Puerto Rico 
Washington 
South Carolina 
Newfoundland 
California 
Tennessee 
Tennessee 
Nevada 
Virginia 
Florida 

Idaho 
Tennessee 
California 
South Carolina 
Idaho 

Texas 
Alabama 





General view of dam at Grand Coulee, built by the Bureau 

of Reclamation, which utilizes 18 Newport News turbines, 

the most powerful ever built. Nine are 150,000 h.p. units, and 
the other nine are rated at 165,000 h.p. each. 


in building 
Water Power Equipmen 


Turbines designed and built for the world’s largest 
development at Grand Coulee...and for other 
hydroelectric installations in America and various parts 
of the world... bespeak the skill and facilities 

offered by Newport News. 


This trained organization has filled hydroelectric 
turbine contracts with an aggregate rated output 
of 7,000,000 horsepower. 


Other equipment designed and built by Newport News 
includes penstocks, pressure regulators, valves, pumps, 
gates and rack rakes. Upon request, a copy of our 
illustrated booklet entitled “WATER POWER 
EQUIPMENT®” will be sent to you. 


Newport News 
SHIPBUILDING AND DRY DOCK COMPANY 


Newport News, Virginia 











PREPARING FOR THE UTILITY RATE CASE 


by Francis X. Welch, B. Litt., LL. B., LL. M. 


The satisfactory solution of the most expensive and difficult problem of Commission Regulatio — 
The Rate Case—depends very largely upon how well and how thoroughly the details of preparat:on 
have been given attention. “Preparing for the Utility F ate 
Case” is a compilation of experiences taken from the recc “ds 
of actual rate cases. It has required two years of reseat:h, 
study and analysis, conducted by Francis X. Welch, Ed ‘or 
of PUBLIC UTILITIES FORTNIGHTLY, with the aid nd 
cooperation of selected experts, to complete this treatise. 
The volume, being the first of its kind, should be found 
invaluable to utility executives, rate case personnel, 
attorneys, accountants, consultants, regulatory com. 
missions, rate case protestants, and, in fact, to all persons 
engaged in or having an interest in rate cases. 
Among the values of this compilation are the reviews of 
methods and procedures, which have been found helpful in— 


® simplifying and speeding up rate case 
groundwork 


® saving time and expense of companies, 
commissions and other parties 


© cutting down “lag losses” 


® aiding the consumer by making possible 
faster plant and service improvements 


® increasing the confidence of investors 


—all of which are in the public interest. 


320 The volume does not offer a program of standardized 
Pages procedures for rate case preparation, but reviews the plain 
Price: $10 and practical methods that have been used. 


These chapter headings indicate the coverage: 


The Birth of the Utility Rate Case Completing the Rate Base; 

Public Relations and the Rate Case Working Capital 

The Birth of Utility Company Rate Opposition Operating Expenses 

The Grand Strategy of the Rate Case Operating Expenses, Continued— 


Selection and Function of the Attorney Annual Depreciation 


The Mechanics of Rate Case Preparation The Rate of Return 
Proof of the Rate Base Rate Adjustments—Allocations 


The Completed Rate Base—Overheads, Land, 
Depreciation, Working Capital 


PUBLIC UTILITIES REPORTS, INC.. Publishers 
SUITE 332, PENNSYLVANIA BUILDING 
425 THIRTEENTH STREET, N. W. 
WASHINGTON 4, D. C. 








DUCT OF THE UTILITY RATE CASE 


by Francis X. Welch, B. Litt.. LL.B., LL. M. 


latio IS is ‘he companion volume to “PREPARING FOR THE UTILITY RATE CASE.” It deals with 
iat hose ;rocedural matters which come after the preparatory stages of the rate case. It presents for the 
— time the practical problems of conducting the case— 
seal 
_ Ed 
aid » filing the application 
tise. *» introducing the evidence 
— * examining the witnesses, etc. 
onrel, 
y com. ct, it explains the time-saving and effective ways of making the 
persons by-step progress toward the rate decision, including information 
ening the requirements for appeal and review. 
iews of 
vr Nowhere in the literature of regulation will you find, in rela- 


ly small compass, a comparable exposition and guide. 


Here are the chapter headings: 


Assisting In The Rate Case Preparation 
The Formal Approach To The Rate Case 
ssible The Attorney-Client Relationship 
Preparing The Petition or Application 
Preparing The Testimony 
Parties—Rate Complaints—Investigations 
-_—— Negotiations Before Hearing—Prehearing Proceedings 


. plain Setting and Opening The Hearing 


Examination In Chief 
Cross-Examination and Rebuttal 
Evidence in a Rate Case 


The “ase for Complainants 
or Rate Increase Protestants 


The ‘ixpert Witness 

Moti»ns, Interlocutory Procedures, Arguments, Briefs 
avd Decisions 

Appa] and Review 


onduct of the Utility Rate Case,” like its companion, is designed not only to aid both 


te-c: e practitioners and regulatory authorities, but everyone who has responsibilities or duties in 


‘ton with a rate case. 


PUBLIC UTILITIES REPORTS, INC., Publishers 
SUITE 332, PENNSYLVANIA BUILDING 
425 THIRTEENTH STREET, N. W. 
WASHINGTON 4, D. C. 








PROFESSIONAL DIRECTORY 


@ This Directory is reserved for engineers, account- 
ants, rate experts, consultants, and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design, and construction. 








CONSULTING ENGINEERS 
Electricity, Natural Gas and Water Utilities 
Production, Transmission, Distribution 
Reports, Design, Supervision of Construction 
Investigations, Valuation and Rates 
1500 MEADOW LAKE PARKWAY, KANSAS CITY 14, MISSOURI (SINCE 1915) 








DAY & ZIMMERMANN. INC. 
ENGINEERS 
NEW YORK _ PHILADELPHIA CHICAGO 


DESIGN, CONSTRUCTION, REPORTS, APPRAISALS AND MANAGEMENT 











%* Standby 


%* 100% Town Supply 


Design « Engineering ¢ Construction 


DRAKE & TOWNSEND 11] WEST 42ND STREET NEW YORK 36,N. Y. 


%* Augmentation 
| 
t 





Ford, Bacon & Davis 
penoess Engineers "ante Cee 


NEW YORK @ CHICAGO @ LOS ANGELES 








GIBBS & HILL, inc. 
Consulting Engineers 
DESIGNERS ® CONSTRUCTORS 
Los Angeles NEW YORK Tampa 











GILBERT ASSOCIATES, INC. 


ENGINEERS © CONSULTANTS © CONSTRUCTORS 


607 WASHINGTON ST. 
READING, PA. 


@ WASHINGTON @ PHILADELPHIA © NEW YORK 








FOUNDED 1906 
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PROFESSIONAL DIRECTORY 


(continued) 





W. C. GILMAN & COMPANY 


CONSULTING ENGINEERS 
ELECTRIC — GAS — TRANSIT — WATER 
Financial and Economic Reports 
Valuations—Rate of Return—Depreciation Studies 
Traffic Surveys—Fare Analyses 


55 Liberty Street New York 5, N. Y. 








GUSTAV HIRSCH ORGANIZATION, INC. 
1347 West 5th Ave., Columbus (12) Ohio 


Telephone Hudson 8-0611 


Consulting and Supervisory Engineers and Contractors 
Construction and Operation of Utility Enterprises 








HOOSIER ENGINEERING COMPANY 


Erection and Maintenance of 
Electrical Transmission and Distribution Lines 


1350 HOLLY AVENUE ° COLUMBUS, OHIO 








JENSEN, BOWEN & FARRELL 


ENGINEERS 
ANN ARBOR, MICHIGAN 


APPRAISALS—INVESTIGATIONS—DEPRECIATION STUDIES— 
7 COST TRENDS — REPORTS 
for Rate Cases, Security Issues, Regulatory and Accounting Requirements 
ORIGINAL COST AND CONTINUING PROPERTY RECORD 
DETERMINATION 











Se Ruljian Gycccion 
ENGINEERS ee rONS tTRucTroRs 
POWER PLANT SPECIALISTS 


DESIGN e CONSTRUCTION MANAGEMENT 
SURVEYS e INVESTIGATIONS e REPORTS 


1200 N. BROAD ST., PHILADELPHIA 21, PA. 





William S. Leffler, Engineers Associated 
Utility Management Consultants for past 35 years Specializing in 
GAS DEVELOPMENT OF CLASS RATES OF RETURN AND anaes 
ELECTRIC CLASS UNIT COST DETERMINATIONS FOR MUNICIPAL 
WATER RATE STRUCTURE MODERNIZATION AND RATE CASES PROBLEMS 
Send for brochure: “The Value of Cost Analysis to Management” 
DARIEN, CONNECTICUT 








CHAS. T. MAIN, INC. 


Power Surveys—Investigations—V aluations—Re ports 
Design and Construction Management 
Steam, Hydro Electric and Diesel Plants—Gas Turbine Installations 
BOSTON, MASS. eos CHARLOTTE, N. C. 








(Professional Directory Continued on Next Page) 
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PROFESSIONAL DIRECTORY (continued) 
MIDDLE WEST SERVICE COMPANY 


Business and Engineering Consultants 
(INCLUDING JAY SAMUEL HARTT CONSULTING ENGINEERS) 
° ion © C Practices * Accounting * Budgeting * Financing * Taxes * Stock Transfer * Appraisal Valuat ° — 


Analysis « Cost of Money Studies * Depreciation Studies * Engineering * System Planning ¢ Industrial Engineering « oli Business ¢ Rates Pricing 
Soles ond Marketing * Safety * Insurance * Pensions * Employee Welfare * Public Relations * Advertising * Personnel © Industrial Relations 


Pioneer Servies & Engineering Co. 


CONSULTING, DESIGNING AND f F SPECIALISTS IN 
OPERATING ENGINEERS i ACCOUNTING, FINANCING, RATES, 
PURCHASING 7 INSURANCE AND DEPRECIATION 


231 SOUTH LA SALLE STREET CHICAGO 4, ILLINOIS 

















SANDERSON & PORTER ENGINEERS 
DESIGN *© CONSTRUCTION 


NEW YORK NEW YORK 








Sargent & Lundy 
ENGINEERS 
Steam and Electric Plants 
Utilities—Industrials 
Studies—Reports—Design—Supervision 
Chicago 3, Ill. 














Stone « Webster vnerosrs vena 


ENGINEERING CORPORATION EXAMINATIONS 


CONSULTING 
ENGINEERING 


New York Boston Chicago Pittsburgh Houston 
San Francisco Los Angeles Seattle Toronto 














The J. G. WHITE ENGINEERING CORPORATION 


Design—Construction—Reports—A ppraisals 
Consulting Engineering 


80 BROAD STREET NEW YORK 4, N. Y. 








Whitman, Requardt and Associates 
DESIGN — SUPERVISION. HANDY-WHITMAL INDEX 


REPORTS — VALUATIONS PP ny ny TM 


Including Hydro-Electric Properties 
1304 ST. PAUL STREET BALTIMORE 2, MARYLAND 
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PROFESSIONAL DIRECTORY (concluded) 





Abram$’Aerial Survey 
Corporation 


Topographic and Planimetric Maps 
Mosaics, Plans & Profiles for all 
Engineering work. 


Abrams Bldg. Lansing, Mich. 


PETER F. LOFTUS CORPORATION 
Design and C Iting Engi s 
Electrical * Mechanical ¢ Structural 
Civil * Nuclear ¢ Architectural 





> ct 
“eusueo® FIRST NATIONAL BANK BUILDING 
Pittsburgh 22, Pennsylvania 








BURNS & McDONNELL 


Engineers - Architects - Consultants 
KANSAS CITY, MO. 
P.O. Box 7088 
Phone: DElmar 3-4375 


LUTZ & MAY COMPANY 


Consulting Engineers 


STEAM, GAS & DIESEL POWER STATIONS 
PUMPING PLANTS—ELECTRIC SYSTEMS 
REPORTS—DESIGNS—APPRAISALS 


1009 Baltimore Kansas City 6, Mo. 














EARL L. CARTER 


Consulting Engineer 
REGISTERED IN INDIANA, NEW YORK, OHIO 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 

Public Utility Valuations, Reports and 
Original Cost Studies 


g10 Electric Building Indianapolis, Ind. 





MINER AND MINER 
CONSULTING ENGINEERS 
INCORPORATED 


GREELEY COLORADO 








ENGINEERS, CONSTRUCTION AND 
MAINTENANCE CONTRACTORS 
for the GAS INDUSTRY 


ome e. Bem Gl om. mm) 
GAS AND SERVICE CO. 


327 So. LaSalle St., Chicago 4, UL. 








PITTSBURGH TESTING 
LABORATORY 
Radiography—Soils Mechanics 
Testing—Inspection—Analysis 
Main Office Pittsburgh, Pa. 

32 Laboratories in Principal Cities 








GANNETT FLEMING CORDDRY AND CARPENTER, INC. 
ENGINEERS 
HARRISBURG, PENNSYLVANIA 


investigations—Reports—Appraisals 
Original Cost and Depreciation Studies 
Rate Analyses—Iinsurance Surveys 





A. S. SCHULMAN ELECTRIC Co. 


Electrical Contracting Engineers 
founded 1890 
Power STATION—INDUSTRIAL— 
COMMERCIAL—TRANSMISSION LINES— 
DISTRIBUTION 


2416 S. MICHIGAN AVE., CHICAGO, ILL. 
Ios Angeles Tampa 








FRANCIS S. HABERLY 


CONSULTING ENGINEER 


Valuation — Depreciation 
Investigations and Reports 


122 SouTH MICHIGAN AVENUE, CHICAGO 


The R. W. STAFFORD CO. 
GAS CONSULTANTS — ENGINEERS 
CONSTRUCTORS 


Natural Gas Conversions 

Plant Management & Operation 
Accident & Insurance Investigations 
Peak Shaving & Standby Plants 


EVANSTON, ILLINOIS 
2944 Grant St, Phone UNiversity 4-6190 











JACKSON & MORELAND INC. 
Engineers and Consultants 
Design and Supervision of Construction 
Reports — Examinations — Appraisals 


Machine Design — Technical Publications 
Boston New York 


SVERDRUP & PARCEL, INC. 
Engineers — Architects 
Design, Construction Supervision 
Steam and Hydro Power Plants 
Power Systems — Industrial Plants 
Studies — Reports 


St, Louis ° San Francisco ° Washington 
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HOW ANCHOR 
HELPED SOLVE 

A PROBLEM IN 
SAN ANTONIO 


The City Public Service Board 
of San Antonio needed a new 
double circuit 138 KV line from 
a power plant to a sub station. 
But the sub station was centered 


in a highly developed area. 


Right of way was impossible for 


double circuit towers. 
The solution — 


Use a double circuit in the out- 
lying area... Then a two-foot 
square single circuit along each 
side of the street to the sub 


station. 


Anchor designed — and full scale 
tested — such a single circuit .. . 
sand the 138 KV line got through! 


At Anchor, service and quality is 


the slide rule of every operation. 
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METALS 


INC. 





Pe 
HURST, TEXAS + FORT MADISON, IOWA 
[ee 





This...is the birthplace of powermakers 


To keep pace with the needs of the electric utility industry, 
General Electric is continually improving its large steam 
turbine-generator manufacturing facilities. 

New machine tools are constantly being added and new 
production techniques employed to match the requirements of 
today’s rapid advances in turbine-generator technology. And 
in building tomorrow’s even more efficient and reliable power- 
makers, these improvements will help maintain a well-estab- 
lished reputation for meeting delivery commitments. 

Such forward-thinking investment gives assurance that 
General Electric will continue to help the electric utility 
industry maintain its spectacular record of meeting the 
nation’s constantly expanding power needs. Large Steam 


Turbine-Generator Department, Schenectady, New York. 
254-67 


Progress /s Our Most Important Product 


GENERAL@@) ELECTRIC 











